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Part 1 - Annual Budget 


1 .1 Executive Mayor’s Budget Speech 

Speaker; 

Deputy Mayor; 

Chief Whip of the Ruling Party; 

Members of the Mayoral Committee; 

Ordinary members of Council; 

Municipal Manager and senior management; 
Ward Committee Members; 

Members of the public; 

Members of the media present, and 
All protocol observed 

Good morning ladies and gentlemen. 



Introduction 

Drakenstein Municipality's Integrated Development Plan ) ^ ^ 

mission statement, corporate values, key performance areas an eneigy ^ 

budaet reflects the collective determination of the Municipality oar 

Thi hudaet sets out a financial framework for implementing 
our capacity to grow and it include all our people in that growth. 

Speaker I take pleasure in prasenting this budget speech and Ore Medlum-Teim Revenue 
!nd txpendkura Framework (MTREF) for the 2013/14 to 20,7/18 .nance, years - in 

laymen's terms the capital and operating budget for the next five financia year ^ ^ 

been exciting developments that have had a beanng on ow 
developed. 
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Over the past five years, the world economy has gone through its deepest recession in over 
70 years. Signals are there that the recovery is still fragile and many commentators caution 
that current positive economic trends may be short-lived and that the world economy may 
yet experience a second recessionary wave. Drakenstein Municipality was in no way 
immune to the harsh economic realities associated with the recession. 

Political leadership also recognises the fact that the needs of the local community by far 
exceed the available financial resources to address these needs - being capital or operating 
needs of nature. This budget intensely focuses on affordability and sustainability especially 
with the funding of the capital budget. Affordable tariffs were developed based on affordable 
revenue streams to fund the operating budget although we are aware and are sensitive to 
the fact that it still stretches the payment abilities of our customer base. The budget and 
budget related policies caters for much needed relief to indigent households, child headed 
families, retired and disabled persons. The 2013/2014 financial year and the four outer 
years’ budget patterns to a certain extent signify leap-year principles applied to cater for the 
financially punch-drunk public who contribute the major part of our operating budget 
revenue. However, we are not prepared to lower our service delivery standards and will have 
to work “smarter” with available financial and other resources. 

Management within local government has a significant role to play in strengthening the link 
between the citizen and government’s overall priorities and spending plans. The goal should 
be to enhance service delivery aimed at improving the quality of life for all people within 
Drakenstein. Budgeting is primarily about the choices that the municipality has to make 
between competing priorities, available financial resources and fiscal realities. The challenge 
is to do more with available financial and other scarce resources. We need to remain 
focused on the effective delivery of core municipal services through the application of 
efficient and effective service delivery mechanisms; 

We, as leaders, have the power to take decisions and had to take hard decisions on how we 
will use available scarce resources. We cannot please everyone and everyone will not 
necessar ily agree with these decisions. The late Steve Jobs of Apple Computers once said 
and I quote: “You can’t just ask customers what they want and then try to give that to them. 
By the time you get it built, they’ll want something new.” Addressing the needs and 
improving the quality of life of our local community is a never ending on-going exercise. 

In the light of the prevailing economic climate, it was not an unenviable task to prepare this 
budget. Notwithstanding these factors, the budget has been prepared bearing in mind the 
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principle o, »st effecbveness, the need to enhance revenue, and, converse,, looking at cos. 
cutting measures. 

We will no, tarn away from our challenges. We must confront toem boldly 
harnessing all the resources a, our disposal we have to do more wrth less. W 

smarter and not necessarily harder. 

We need to recognise mistakes of the pas. and use corrective measures^ 

financial base for the tatare. I am sure that Dmkenstein f V „ 

achieving exactly wha, we se, ou, to do. We have become more stable ,n 
time and this can only lead to a healthier financial position. 

infrastructure needs remained a priority when compiling this bu ge . 

The budge, has been prepared in accordance with National Treasure "" 

and the Munidpa, Budget and Report Regulations, 

_ morion 152(2. of The Constitution of the Republic of South Afnca, isao » 

w«f,to da — a. a— e cap^, to 

achieve the objects of local government 

— r— — 

government action plan (MGAP) we can still achieve this objective. 

Speaker, it is appropriate at this iuncture to dish out a few accolades to those who have 
enabled this Municipality to rise above the rest by pursuing excel ence 

We have to applaud our administration as for the past few years we have 

received Blue Drop CertKrcates for the operations of our ^ ble tor a„ 

tor toe quality of our drinking water. Our Blue Drop score for toe 2012 
five our water purification works was 96.29% compared to the national score o ° 
ICus in the 6 th position in toe Western Cape and in toe 1* position nahonail. Our 
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quality level of service delivery continues to be amongst the best in the country with such 
achievements. 

The Meulwater Water Treatment Works received four accolades being the winner of projects 
smaller than R50 million category awarded by CESA AON 2012; 1 st prize in the 
environmental category awarded by IMESA/CESA 2012; a Certificate of Merit by the 
Drakenstein Heritage Foundation; and, a Certificate of Recognition of the winner as the 
Greenest Town competition in the Western Cape. The Greenest Town competition consists 
of five elements i.e. waste management; energy efficiency and conservation; tree planting 
and beautification; water and air quality management; and, leadership. 

Drakenstein also received a Certificate of Recognition from the Department of Water Affairs 
for being in the top ten of local municipalities with the lowest water loss percentage in the 
Western Cape. We also received recognition and a 3 rd place in the annual Department of 
Water Affairs sector awards for water conservation and water demand management. We 
were beaten by the Ekurhuleni Metropolitan Municipality and the City of Tshwane. 

Drakenstein received the 1 st prize and the 2012/2013 Cleanest Town Award in the Western 
Cape. The Extended Public Works Program was rolled out for solid waste management in 
November 2012 and up to now 214 persons was employed and 845 tons (336,000 bags) of 
refuse was removed. 

The Wellington landfill facility’s height was increased with 2.5 meters which will prolong the 
capacity of the facility with five years. The Wellington landfill facility and waste water 
treatment works was fenced (5 km) at a cost of R 1 1 million to comply with statutory 
requirements and also to protect the environment. The new Pentz Street sewerage pump 
station will be completed by June 2013 at a total cost of R 52.2 million and will accommodate 
all the sewerage from Wellington and prevent any pollution to the Berg River. The Paarl 
waste water treatment works extension will also be completed in June 2013 at a total cost of 
R 62.2 million and will improve the effluent quality of the treatment works to the Berg River. 

The Wastewater Treatment Division received an award from the Water Research 
Commission and the Water Information Network - South Africa (WIN-SA) as one of two 
municipalities who implements best practices in South Africa. The other municipality is the 
Buffalo City Metropolitan Municipality. 
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household time-of use tariffs as from 1 July 2014. 

supply Drakenstein with electricity that will not exceed 172 MVA at any p 

exceed that limit the third time, we have to enter into a new The 172 MVA 

notified demand charges to be paid by Drakenstern a elec net y co ^ (he day 

supply represent the maximum MVA reading of the Municipa i y a any 
during a month and is usually recorded at the peak periods during each day (07.00 to 10.00 

and 18:00 to 20:00). 

The only way Drakenstein can manage the electricity demand is to introduce h '^ er *‘ > 
electricity consumed during the peak periods which hoprfuiiy - — £ 

— * - - — ? ^ j 

more wisely. That is why we install the smart me h ^ gey8er8 

than 1 ,000 units of electricity per month. Another metho co 
during these peak periods. That is where the demand side 

The Electricity Division monitor electricity consumption in home s of people 

from their contm, room, ** - <*■ ^ — I only 

where such demand side management devices were ins . t 

11 When we have to choose between a temporally -swteh off of geysers or a compete 

black-out disruption. We intend to install about 17,000 devices at households as p as 
Thefocus at this stage is on householdewho consume a lot of electricity 

rrr=r~^==i rErEr 

of an institution competencies whereby companies within the Boland region rat 

on respondent's perceptions with a strong focus on evaluating and mea^inng cu 

service and customer sanction. The Diamond Arrow - which ranks frrs. 
selected categories - is a very much sought after award. 
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Drakenstein Municipality received top ratings with exceiient scores and was awarded nine 
Diamond Rating Awards in the following categories - 
° Most pro-active Mayor over the past 1 2 months; 

• Municipality doing most for social upliftment; 

° Municipality doing most to attract foreign / international investment; 

° Municipality doing most to attract local investment; 

° Municipality doing most to attract tourism; 

• Municipality doing most for job creation; 

° Municipality doing most to fight crime; 

° Municipality doing most to clean the environment; and 
° Municipality doing most to enhance sustainable development. 

The great Greek philosopher Aristotle once said and I quote: ‘ Excellence is an art won by 
training and habituation. We do not act rightly because we have virtue or excellence, but we 
rather have those because we acted rightly. We are what we repeatedly do. Excellence, 
then, is not an act but a habit. ” 

At the PMR Africa Awards the Municipal Manager, Mr Johann Mettler, said and I quote: “We 
are truly honoured for the recognition. The awards should serve as an affirmation to all staff 
in the municipality that the citizens appreciate their efforts. We will continue to strive to 
become a Centre of Excellency.” It is clear from the quote of the Municipal Manager that he 
understands the importance of becoming a learning organisation through the training of 
human capacity and by appointing the right people with the right working attitude, values and 
habits to develop a winning culture of excellence within the Municipality. 

Drakenstein received a Certificate of Appreciation from the Boland Summer Festival 
convener for commendable support and contributions to the event. 

Wellington was awarded the prize as Best Voted Stage Location at the Cape Epic during the 
recent cycling marathon in the Boland. 

CANSA awarded a Certificate to Drakenstein Municipality to certify that we have significantly 
contributed to the Fight Against Cancer in South Africa. 

j 1 ■ .I * . ri-- . j -.i .. 
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Drakenstein also received the Govan Mbeki Human Settlements Award for the Best 
Enhanced People's Housing Pmcess project for our Drommedarls housing project 

Mbekweni and in Fairyland. 

The Department of Local Government of the Western Cape awarded a Certificate ef 
Excellence in Integrated Development planning for Good Practice: Legislative om 
Simplified IDP to the Municipality. 

Lastly, but not the least, we are very excited that Paarl was announced as one of three 
finalists as a Town of II. Year for the Western Cape. The Western Cape -ner wifi g c o 
the next round of the Kyknet / Kwela / Rapport Town of the Year competition broadcasted 

Kyknet. 

These instances of excellence, which is not an exhaustive list, Speaker, bode well for the 
Municipality. It cannot stop there and we are committed to do more, to achieve mor , 
Drakenstein truly a p/ace of exc&llence. 

Speaker during the 2012/13 budget year certain administrative budgeting errors have been 
fdeld and Lcted through fite 2012,13 adjustments budge,. The 2012,13 adjustments 
budget and the previous three financial years audited results now form- the asr 
revenue pmjections and anticipated revenue to be collected for firture finance years ate 
made However, the expenditure budgeted for in the operating budge, ,s now for the first 
time based on the zero-based budget approach. The 2013/14 
be discussed. 

Medium Term Revenue Framework Budget for 2013/14 to 2017/18 


Integrated Developmental Plan 


speaker, the revised IDP forms part of a comprehensive suite - '*” “** ^ 
Municipality to best utilise its available resources for community benefit for the 

2017/18 MTREF. 

The reviewed IDP were developed taking the following into consideration - 
. It was not prepared in isolation but takes into account the harmonisation initiatives from 
national and provincial government as well as the range of national and provmca 
development policies and plans, 
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• It recognises that Drakenstein’s strategic approach is sound and requires continuity, but, 
more importantly that action is needed to achieve the strategic objectives; 

• It provides strategic continuity that allows existing running projects and programmes to 
retain its delivery momentum; 

• It is informed by a development strategy that puts additional emphasis on specific aspects 
of the municipality’s strategic priority areas, notably that of infrastructure development 
and economic development; 

• It ensures that financial stability will be achieved and other strategies will be envisaged 
and implemented to ensure continuous financial sustainability; 

• It will ensure that the I DP will be the driving strategic document that will be owned by all 
stakeholders (political, administrative, and the communities); 

« It shall harness resources of all partners - national and provincial government, business 
and civil society to fulfil its developmental obligation; and 
° It is a product of the political and administration leadership of Drakenstein Municipality 
based on the needs of the local community. 

Central to the execution of the IDP is the need for economic growth and job creation and the 
impact on each and every choice and decision the Municipality has to make. 

We have embarked on giving substance to the principles of reforming our budget and to 
accelerate service delivery by executing our capital projects in order for our communities to 
see and feel service delivery. 

In the 2013/14 financial year, starting 1 July 2013, we will immediately start with the 
implementation of our capital projects to ensure that we spend our budget effectively, 
efficiently and economically so as to achieve the ultimate goal of acceleration of service 
delivery and infrastructure development. Planning- has already started and as soon as the 
budget is approved by Council the bid processes through our Capital Projects 
Implementation Plan will kick into operation. Progress with these plans will be monitored on 
a monthly basis to limit future capital projects carry-overs to the minimum. We do our local 
community no favour by not implementing our capital projects approved in the capital 
budget. 

Speaker, this IDP informs the budget and the Service Delivery and Budget Implementation 
Plan (SDBIP). The SDBIP with performance indicators with smart targets are developed to 
ensure that progress in achieving the objectives as set out in the IDP are achieved. 
Legislation requires from me to approve the high level SDBIP within 28 days after Council 

Page 8 
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depicted in the 2013/14 SDBIP. 


IDP and Budget Consultation 


,, f Anr ii 2012 was an inspiring one as 
The consultation with the community d ™ 9 ^°^ un|ty memb ers in respect of municipal 
it demonstrated intense understanding participation meetings, held in each 

challenges and achievements. During ^ *° "T 

of the 31 waids, communities expresse (wh ich is a legislative requirement 

and involve them in a system of pedicip " # ^ by them mat we 

in terms of Chapter 4 of the Municipal System > the i- quarter of the new 

inform them on a more regular basis * our 1DP . , t is Important to note 

financial year when we start with the proci* , DP/ budget consultations am 

During our IDP and budget road ^J^^n wards. We have 

with a view of understanding their nee * . financially practical) and to 

=rrr»r — - - - 

over the 5-year MTREF. 

, other be the development and maintenance of 

rzr - 

crakenstein received various written to the budget 

other stakeholders. These comntente » and at a workshop held on 

Item. The administration responde ^ Mayor and Mayoral committee 

Monday 6 May 2013 it was discusse y t0 Cound l from the Exeoutwe 

members. Based on these discussion ^ ^ ^ been considered finally by 

Mayor and Mayoral Committee were orm ^ ^ ^ chief Financial Officer and his 
MAYCO on 15 May 2013. Due to t e ex ® docume ntation, this was only considered at 
team sdll had to do with the finalisation of budget 


P c,al Mayco Meeting held on Tuesday 21 May 2013. Some minor adjustments to the 
draft budget and budget related polioies were made and are reported in the 
recommendations to Council that is documented in Appendix A to the budget item. 

Budget Overview 


pea er, our 2012/1 3 capital budget expenditure amounts to R 187 million and our operating 
u get expenditure amounts to R 1,446 billion. Our total budgeted expenditure therefore 

R 1 fin^Mr R 1 633 blll '° n and th ' S amount is ^darefed to increase to R 1.742 billion, 
J REp billion, R 1-973 billion and R 2.110 billion respectively for the four outer years of the 


Capital Budget Expenditure 


The capital budget proposed for 2013/14 sharply decreases from R319 million to R 187 

thlt°n \ 6n C ° mpared W ' th the 2012/13 adjustments capital budget. The reason for this is 
ra enstein has reached their financial sustainable borrowing limits for investment in 
cap,tal assets infrastructure. We have capped ourselves to the extent that our external 
orrowmgs may not be more than 5 0 o/ o of our total operating budget revenue. This is to 
nsure at we stay a financial viable institution. Our capital budget for the four outer 

ZZT Wl11 9radUally ' nCreaSe t0 R2 ° 5 mi,lion ’ R22 ° million . R238 million and 
K ^55 million respectively. 


/grriT 86 ! 4 CaPi,a ' bUd8e ' a " OCati0nS “ P9r Garment Financial Statistics 
classT C aSS "° atl0n are aa '"dicated in the figure below. Please note that these 
classifications do not correlate with our own Prioritisation Model for Capital Asset Investment 
ass, flea, ,ons of basic infrastructure, infrastructur9i ^ ^ 

operational infrastructure. 
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.... _ (>c fi o/ 0 of the total capital budget. It consists of 

Trading services will receive R 123 mi ion o ■ infrastructure (R41 

Economic and environment, setces 

15.5% of the capita, budget. Th*e “ JLcture. Oniy road 

infrastructure, environmental infrastructure . fcn main | y due to a grant received 

transport infrastructure receives an alloca ion o ^ of ^ Berg River 

for the upgrading of StoKery Road in Islington and the reseal of 

Boulevard. 

Community: and public safety infrastructure services infrastructure 

7.7% of the total capital budget. It consists o co (R 12 mi |i i0 n); public safety 

(R 889 thousand); sport and recrea ion i ^ ^ million). Health infrastructure 

operating budget. 

Governance and administration services infrastructure re^ an jlto^' ^actore 

million or 1,1% of the tota, capita, **£££££• ■* — " 

( R320 thousand,; budge, imd , nduded in me execute and council 

and council services mfrastrucu g m(||on ^ t0 be allocated by senior 

services infrastructure is an amount of R 12.8 mnon s^^ ^ ^ip^nt, tools 

— ~~ — and "•-* “ mplrters and 
equipment and computer software). 

infrastructure also includes capital projects to the 
Governance and administration servi _ trading structures in Drakenstein, the 

value of R 4.8 million for the development o in or ex tension of the Mbekweni 

refurbishment of the Arendsnes building and Ikhwea centre, exte 
hi .ainess hive and the upgrading of community halls. 
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Speaker, it gives me great pleasure to announce that the 2013/14 budget makes provision 
for an allocation of R 100,000 to each ward to be used for labour intensive capital projects. 
Dunng the budget road shows it became clear that the needs of waids on smaller capital 
projects do not benefit from the allocations made using the newly developed Prioritisation 
Model for Capital Asset Investment due to the low prioritised percentages obtained per 
capital project. The allocation of R 100,000 must be used for labour intensive capital projects 
in a ward that can be pavement projects, speed bump projects, the development of play 
parks and etcetera. These capital projects will be identified through a public participation 
process devised by the Executive Mayor and Mayoral Committee. 

The newly developed Prioritisation Model for Capital Asset Investment categories differs 
from the GFS classifications reported on above. As finances am very limited we have to 
innovative and spread the available money where it benefits communities most Our 
model has four Infrastructure categories to which we allocate our prioritised landing 
allocations. With prioritised funding allocations is meant available revenue raised tarn own 
revenue and external borrowings. The model allocates 60% to basic services infrastructure, 
20% to economic infrastructure, 10% to social infrastructure and 10% to operational 

infrastructure. For more information I refer you all to the budget related policies document 
(Appendix B to the budget item). 


Taking conditional grant funding also into account the final allocations are basic services 

infrastructure (78.1%), economic infrastructure (6.8%), operational infrastructure (6.9%) and 
social infrastructure (9.2%). 


The capital programme over the 2013/14 to 2017/18 MTREF is set out In Annexure A of 

Appendix D of the budget item. The following are some of the major capital projects 
budgeted for the 2013/14 financial year— 

otable water and water management infrastructure consisting of the starting of the 

construction of a 11 ML reservoir in Newton (R 14 million); water supply to Newton/ 

Mbekwem (R 7.6 million); upgrade of bulk water pipeline from Withoogte to Welvanpas 

water treatment works (R7.5 million); replace and upgrade of water reticulation system 

( 6 million); and, water connections to industrial sites in Wellington and Paarl (R 2 7 
million). 

Waste water management infrastructure consisting of the upgrading of the bulk sewer 
network in in Southern Paarl (R 19 million; upgrading the bulk sewer network from 
Carol, na to Amstelhof (R 18.1 million); upgrade and extension to the Paarl waste water 
treatment works (R 9.9 million); starting with rehabilitation and extension to the Wellington 
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waste water treatment works (R 3 million); and, construction of a pump station and new 
rising sewer main in Pentz Street (R 3.2 million). 

Electricity infrastructure consisting of the electrification of the Drommedaris and S'y 
housing projects (R 17.9 million); the construction / upgrading of the 69 / 1 1 KV electnci y 
distribution network (R4 million); upgrading of electricity disfribution network backlogs 
(R 1.4 million); and, public lighting extensions (R 1 million). 

Roads and storm water infrastructure consisting of construction of Stokery Road ( 
million); reseal of the Berg River Boulevard (R2.3 million); upgrade of proclaimed and 
main mads (R3.7 million); upgrade of secondary roads (R1.8 million); upgrade of 
sidewalks (R 1.6 million); and, refurbishment of storm water systems (R 1 million). 

Waste management infrastructure consisting of the constructing of a leachate facility 

the Wellington landfill site (R 1 .2 million). 

Housing infrastructure consisting of the upgrading of our own rental stock (R 1 .1 m.ll.on) 
Sport facilities infrastructure consisting of the construction of a wall at Weitevrede spo 
grounds (R 7 Million); and, starting with the refurbishment of the Daljosaphat stadium 

tartan track (R 1 .3 million). 

Economic infrastructure consisting of the construction of informal trading structures in 
Drakenstein, Paart SBD and in Wellington (R 1.7 million); and, the refurbishment o e 


Ikhwezi Centre (R 2 million). 


Capital Budget Funding 

Our capital budget is mainly funded from the following funding sources as indicated in the 
figure below. 

Our first revenue source is our own revenue amounting to R 8.7 million representing 4.7% of 
the total capital budget. 


Grants from government programmes amounting to R51.4 million or 31. 3 /o 
capital budget is our second revenue source to fund capital projects. 
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Figure: Capital Budget Funding Sources 


Lastly, external borrowings amounting to R 1 19.9 million represent 64.0% of the total capital 
budget. 


This shows that the municipality is heavily reliant on government grants and external 
borrowings for financing its capital expenditure projects. We need to lobby for more 
government grants through the development and submission of business plans for capital 
projects that comply with the government grant programmes criteria. Drakenstein has 
reached its limit for external borrowings and we need to keep it at the cap of 50% of total 
operating revenue. That is why we have, as said above, decided to limit our capital 
expenditure for the next financial year. It shall be increased in the following years again, but 
we need to be responsible about spending and borrowing. Drakenstein’s 2013/14 to 2017/18 
capital budget programme was compiled based on this principle to ensure that we remain a 
going concern and a financial viable and sustainable municipality. 

Operating Budget Expenditure 

The proposed operating budget expenditure for 2013/14 increased by 7.5% to R 1.446 billion 
compared with the 2012/13 adjustments operating budget expenditure of R 1.345 billion. Our 
operating expenditure for the 2014/15 to 2017/18 outer financial years will increase by 6.3%, 
6.5%, 6.0% and 6.9% respectively to R 1.854 billion in 2017/18. 


The main contributors to the operating expenditure of the 2013/14 financial year are as 
indicated in the figure below. Bulk electricity and water purchases is the main contributor and 
their budgeted expenditure amounts to R 504.1 million or 34.9% of total operating 
expenditure. We have no control over such increases and simply have to pass on the 
increase in bulk purchases from Eskom that was approved by the National Energy Regulator 
of South Africa (NERSA). Fortunately, NERSA approved only a single digit percentage 
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increase for the first time in many years after enormous increases 
last year to as high as 34% in 2009/10. 


that varied from 13.5% 


Employee related costa amounts to R386 million or 26.7% of total operating ® x P endl * U ^ 
We have very little control over this expense since the South African Local Govemmert 
Bargaining Council determines through a collecWe agreement better , the 
employer what the costing increases for the next year/s will be. . we 

below the national norm. We have budgeted for a cost-of-llvmg mctease o, 6.85A a • ^ 
at Bargaining Council level. This does not include any notch increases t a can 
as a further 2.5% as well as critical vacant posts to be filled. 



9 . 0 % 


l./yo 


Operating Budget Expenditure Categories 


0 Bulk Purchases 

0 Employee Related Costs 

□Capital Charges 

□General Expenditure 

□Conditional Grant Expenditure 

□Repair and Maintenance Costs 

□Debt Impairment 

□Special Projects 

□Councillor Related Costs 

□Other Expenditure (Collection Costs / Contracted 
Services / Provisions / Donations) 


Capital charges (interest on external borrowings and depreciation costs) amoun s 
million or 14.4% of total operating expenditure. Conditional grant expen i ure amo 
R 95 million or 6.6% of total operating expenditure. 


Bulk purchases (34.9%), employee related costs (26.7%), capital charges (UA %) i and 
conditiona. grant expenditure (6.6%) combined constitute 82.2% of our total operating 
expenditure and are the main contributors to the total increase of 7.5 /o that is a 
estimated inflation rate of 5.6%. These expenditure categories of which we have . 
over increased in total with 9.2% from 2012/13 to 2013/14. All other expenditure increas 
with a mere 0.5% and is well below the estimated inflation rate of 5.6% proving that we hav 
removed through the zero base budgeting approach all unnecessary fat. Leaders ip a 
compiled an affordable operating budget within reason taking all contributing 
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consideration to ensure that service delivery standards and our quality of services rendered 
remain the same. In fact it is our mission to improve on service delivery standards by 
working smarter with the available financial resources. 

General expenditure amounts to R 103.5 million or 7.2% of total operating expenditure; 
repairs and maintenance expenditure amounts to R 50.0 million or 3.5% of total operating 
expenditure; debt impairment costs amounts to R26.9 million or 1.9% of total operating 
expenditure; special projects amounts to R24.4 million or 1.7% of total operating 
expenditure; councillor related costs amounts to R 18.8 million or 1.3% of total operating 
expenditure; and, collection costs, contracted services, provisions and donations amounts to 
R 29.3 million or 2.0% of total operating expenditure. 

It is important to note that repairs and maintenance costs that only represent 3.5% of total 
operating expenditure do not include salaries, vehicle costs and contracted services which 
will raise the percentage considerably higher and closer to the acceptable norm of 12%. We 
need to redesign our general ledger and cost centres and base it on the envisaged Standard 

Chart of Accounts (SCOA) Regulation to be published by National Treasury in the near 
future. 


Conditional grant expenditure of R 95.2 million includes an allocation of R 91.3 million for the 

houses to be built through the Drommedaris and Siyahlala projects for the poorest of the 
poor. 

Operating Budget Revenue 

The proposed operating budget revenue for 2013/14 increased by 9.3% to R 1.384 billion 
compared with the 2012/13 adjustments operating budget revenue of R 1267 billion. Our 
operating revenue for the 2014/15 to 2017/18 outer financial years will increase by 7.2%, 
7.5%, 7.4% and 7.5% respectively to R 1.842 billion in 2017/18. All of this budgeted revenue 
excludes capital conditional grants revenue to finance capital projects. 

The increase in operating revenue over the 2013/14 to 2017/18 MTREF is mainly attributed 
to tariff increases. The major items that contribute to the projected 2013/14 operating budget 
revenue are indicated in the figure below. 


Electricity revenue amounting to R 712 million or 51.4% of total operating budgeted revenue 
is the main source of revenue and depicts that the municipality is highly dependent on this 


24 May 2013 


Page 16 


Drakenstein Municipality 

revenue stream. Property rotes confute R 190 million or 13.8% of tola, opemOng revenue 
and government conditional and unconditional grants revenue amounts to R 182 million or 
13.2% of total operating revenue. Since Drakenstein only receive 13.2% of its total operating 
revenue through grants; this indicator depicts that we are not dependent on grant revenue o 
be a financial sustainable going concern. These grants include the unconditiona q 
share grant used to subsidise the poorest of the poor basic services and rt also includes 
housing grant for the building of houses for the poorest of the poor. 



1 . 2 % 


1.4% 


0.9% 


Operating Budget Revenue by Source 


□ Electricity Revenue 
□Property Rates 
□Operating Grants 
□Water Revenue 

□ Refuse Removal Revenue 

□ Sanitation Revenue 
□Rental Revenue 

□Fines, Licences and Permits 
fl Interest Earned 

□ Other Revenue 


Water revenue, refuse removal revenue and sanitation revenue contribute 8.5%. 46 A .an 
3.4% respectively of the total budgeted operating revenue. Rental revenue (1. °), mes^ 
licences and permits (1.2%); interest earned (0.9%); and, other revenue (1.6%) compee 

the picture. 


Tariff Increases 

Speaker, as indicated before Eskom bulk electricity purchases and employee related costs - 
of which we have no control over - usually increases at a rate well above the inflation nte. 
We have to pass these increases on to the consumer through the levying of tan s an 
property taxes. National Treasury in MFMA Circular No 67 dated 12 March 2013 in ica e 
that the estimated headline inflation rate (consumer pnce index) for 2012/13 to be 5.6^ and 
forecast a headline inflation rate for 2013/14 at 5.6% as well. Based on this information 
salary and bulk purchase increases that we have no control over, curient paymen 
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percentages and other service delivery issues the following tariff and revenue source 
increases are needed to ensure a balanced and cash funded budget. 


Property rates revenue increase with 5.8%; electricity revenue with 7.3%, water revenue with 
16.0%, sanitation revenue with 15.0%, refuse removal revenue with 7.0%, rental revenue 

with 7.5% and sundry revenue with 10.0% as set out in the table below for the 2013/14 
financial year. 


_ Table: Proposed Revenue Increase per Tariff Type over the 2013/14 to 201 7/18 MTREF 

Revenue Increases per Tariff Type over the 2013/2014 to 2017/2018 MTREF 


Revenue Component 

2013/2014 

Financial 

Year 

2014/2015 

Financial 

Year 

2015/2016 
Financial 
Year 

n/i j Kcr 

2016/2017 

Financial 

Year 

2017/2018 
Fir anclal 
Year 

Property Rates Revenue Increases 

Electricity Revenue Increases 

5.80% 

5.60% 

5.60% 

5.60% 

5.60% 

7,30% 

7.30% 

7.30% 

7.30% 

7.30% 

Water Revenue Increases 

16.00% 

12.00% 

10.00% 

9.00% 

8.00% 

Sanitation Revenue Increases 

15,00% 

15.00% 

15.00% 

15.00% 

15.00% 

Refuse Revenue Increases 

7,00%, 

7.00% 

7.00% 

7.00% 

7.00% 

Rental Revenue Increases 

7.50% 

7.50% 

7.50% 

7.50% 

7.50% 

Sundry Revenue Increases 

10.00% 

10.00% 

10.00% 

10.00% 

10.00% 


It is important to note that a new general valuation will come into effect as from 1 July 2013 
on which the property rates tariff calculations were made. Although property rates revenue 
increase with 5.8% the basis rate (household’s property rates tariff) is decreasing with 2.24% 
from 0.581c in the rand to 0.568c in the rand. This due to the higher market related property 
valuations in the new general valuation roll. 

Sanitation revenue increases with 15.0% to ensure that this economic service shall break- 
even in 2017/18. At this point in time we are rendering the sanitation service at an operating 
loss amounting to R 20.1 million or 33.0% below current operating expenditure. We had no 
choice to increase this revenue stream, but, on the other hand we lowered the property rates 
revenue stream from 7.5% to 5.8% to accommodate this high increase in sanitation revenue. 

An application was submitted to the NERSA for an electricity revenue stream increase of 
7.3%. It is higher than the guideline increase of 7.0%. Our electricity operating expenditure is 
increasing with 9.0% and we believe that they will allow the motivated increase of 7.3% we 
applied for. Although electricity revenue streams increases with 7.3% the individual tariffs 
for households, businesses and bulk time-of-use consumers do not increase with 7.3%. 
Drakenstein have restructured the household pre-paid and conventional meter tariffs to close 
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the gap between the imbalances between over 

r- - 

rsr issrizsL l * ~ *. -nth,, — — 

owner or consumer. 

The buik time-ot use tardfs were a, so — to unsure *at our £ ~ ^ 
with NERSA's guidelines. The majority of the standard an P 

increase. This meant that we had to recover » ^ - "2 customer, 

to ensure that the 7.3% elecdicdy mvenue stream realise tt the bulk me 
All bulk urban consumers with bulk time-of-use meters writ m, grate to the 

tariffs with effect from 1 1 July 2013. 

The water revenue stream increases with 16%, the same clear 

12*. 10%, 0% and 8% respectively over the "^ugh we acknowledge 

signs that water consumption dropped due to t e r^ ig w that indicated that 

- "T lardfs Of al, municipal.es in the 

:r e - - — - r:: : -—rr :: 

consideration as well as the an attOT pt,o generate operadng 

rrpr”~f— tructu relnvesdnemfromownfundsinstead of becoming 

over-borrowed through the taking up of external loans. 

l * 70 / in 901^/14 and the sam© increase ar© 
Refuse removal revenue streams increase wi 0 

proposed over* th© four outgoing years. 


Financial Support to Indigent Households 


n,Ba™o(fmenyaU«1ae«,. We ms," 1 V ho^h^d. «», an I™™ 




Page 19 


24 May 2013 


Drakenstein Municipality 

indigent register in order to obtain this benefit or to qualify for rebates from their municipal 
basic services or property rates levied. 

Indigent households will in 2013/14 receive free electricity (100 electricity units per month), 

water (10 kilolitres per month), free refuse removal services (100% indigent subsidy on the 

amount and VAT levied), free sanitation services (100% indigent subsidy on the amount and 

VAT levied) and free housing rental services (100% indigent subsidy on the amount and 

VAT levied). This indigent subsidy will be credited to the customer’s account during the 
monthly billing run. 

For the 2013/14 financial year the qualifying criteria for indigent status is households (main 

bread winner/s earning less than R 3,150 per month. Furthermore, pensioners and disabled 

persons also qualify for a 100% rebate on property rates and financial assistance of 100% of 

the indigent subsidy for services rendered if there earnings is also less than R3.150 per 

month. Financial assistance or rebates of 80% of the indigent subsidy can be given to those 

retired and disabled households who earn less than R 3,800 per month; 50% to those who 

earn less than R 4,400 per month; and, 20% for those who earn less than R 5,000 per 
month. 


Speaker, we also acknowledge that all citizens struggle in the present economic climate. 
Free 10 kilolitre water per month is therefore given to all households in the Drakenstein area. 
It is also a pleasure for me to announce that our Property Rates Policy now makes provision 
for the first R 160,000 valuation of all household property valuations to be exempted from the 
paying of property rates. In the past this exemption was capped at R 150,000 with the 
proviso that should the property valuation be more than R 150,000 then the property owner 

will pay property rates on the full property valuation less a mere R 15,000 exemption as the 
Property Rates Act prescribe. 

The Property Rates Policy also now makes provision for more categories of properties and 
this enabled us to levy a differential rate on urban businesses and businesses in the rural 
areas. The policy also makes provision for a 5% rebate to property owners in privately 
owned towns (Boschenmeer, Pearl Valley and Val de Vie estates). There is also a further 
incentive in rebates for agricultural property owners who supply housing for their permanent 
workforce, potable water and electricity in the housing units and sport facilities or educational 
facilities for their farm workers and those in the surrounding area. 
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Speaker, we also took note ofthe pleas of 

spiral of debt. Council on 27 March 2013 approve a customers to get them out 

with incentives wkh dear recommendations of how to dea ^ ^ ^ ^ ^ ^ 

of their spiral of debt over the next three years. ri it will also improve our cash 

customers induding business made use of these incen ives an vmtten-off 

how. An amount o, R39.7 million of indigent househdds " g " 

during Marches. These wrhe„ffs ~ — — 

R 182.6 million as at 30 June 2012 as disdosed m the 2011/12 " ^ ^ ^ 

We will write-off irrecoverable debt in a responsible way an 
enough to cater for the incentives in the policy. 

Conclusion 

Speaker, the proposed budget of the " 

strategic objedives and the socio-economic n national and the provincial 

Municipality’s strategic objectives are Mhermore aligned to the q P 

priorities as articulated by the national outcomes and twelve prov naal J 
The Munidpality currendy has a Spatial Development Framework ,n place the, forms p 

the Growth Management Strategy. 

The budget assumptions are raaiisticaily based on availabie informal and the projeded 
cash flow budget is credible and sustainable over the MTREF. 

assisted in facilitating and putting this budget togethe 

Especially I want to thank the Chief Finandal Officer and hi * 

Treasury Office for their highly appreciated effort to compile this budget 

format under difficult circumstances. 

I also want to thank the family members of councillors and officials that ^ 

budge, process and who had to work late and over weekends; for excusing them horn 

in not fulfilling their roles as fathers and mothers of families. 
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™ " - • — ■ — ' _ Hi 

I close with this quote of Steve Jobs and I quote: “That’s been one of my mantras - focus 
and simplicity. Simple can be harder than complex: You have to work hard to get your 
thinking clean to make it simple. But it’s worth it in the end because once you get there , you 
can move mountains”. Through hard work, focus and simplicity we have already achieved 
many possible outcomes and we will carry-on doing so to become a place of excellence. 

Speaker, with these remarks, I herewith present Drakenstein’s 2013/14 budget and the 
2013/14 to 2017/18 Medium Term Revenue and Expenditure Framework with its budget 
recommendations to Council for consideration and approval. 


I thank you 


ADV. GESIE VAN DEVENTER 
EXECUTIVE MAYOR 

drakenstein municipality 
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1.2 Council Resolutions 


1.2.1 1M council approves the 2013/2014 to 2017/2018 MTREFs propo** capM 

expenditure 01R187, 359, 852 for, he 2013/2014f,nandal year as w^lasthefourout^ 

years’ capital expenditure as set out per GFS votes in the ta e eo 
Annexure A to Appendix D to this item. 


r-mitni RnHnat MTREF per Govern ment FinancialS tatistjc s (GFS) Vot es 




GFS Vote 


Governance and Administration 


Executive and Council 


Budget and Treasury Office 


Corporate Services 


2013/2014 

Final 

Budget 


20 792 038 


2014/2015 

Indicative 

Budget 


20 472 038 


Communit y and Public Safety 


Community and Social Services 


Sport and Recreation 


Public Safety 


Housing 


Health 


Econ omic and Environmental Servic es 


3 2D 000 


14 380 495 


24 208 737 


22668 737 


2015/2016 

Indicative 

Budget 


22 417 665 
22317665 


1 600 000 


2016/2017 

Indicative 

Budget 


26 546 031 
26 046 031 


489295 


12 341 200 


9735 370 


1 329 666 


50 000 


Planning and Development 


i Road Transport 


Environmental Protection 


Trading Services 


Electricity 


Water 


Waste Water Management 


Waste Management 


Grand Total 


1 inn ooo 


28 977 000 


28 977 ODD 


123 210 319 


20 1Z4 737 


41 113 617 


54 591 965 


1 375 ODD 


587 359 852 


7225704 


80 000 


1 100 000 


100 000 


14332634 


1 571 776 


500 000 


2017/2018 

Indicative 

Budget 


28 774 017 
27723 517 


16189206 


1479117 


11 500 858 


60 000 


20500000 


20 500 000 


1 200 000 


6 505000 


6505000 


13345089 


65 000 


1 300 000 


64G0000 


150037 651 


177294159 


13163158 


61 176 135 


76298358 


205 141 758 


39 845 334 


42905877 


94542948 


220 549 458 


6 460 000 


1 050 500 


13218 675 


3 406 905 


8341770 


70 000 


1 400 000 


7315 000 


7315 000 


189 571 211 


24698363 


121 850 054 


43 022789 


206 233 618 


66 444 351 


50 844 840 


38944427 


238 766 448 


255 541 310 


ih(3 oni '3/2014 to 2017/2018 MTREFs proposed capital 
12 2 That Council approves the 2013/2UI4 xo ^ 

nf n 187 ocg 852 for the 201 3/2014 financial year as well 
expenditure funding sources of R 187,359,852 tor tne 

as the four outer years' capital expenditure funding sources as set out 
below. 
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2013/2018 Capital Budget MTREF per Funding Source 


Funding Source 

2013/2014 

Final 

Budget 

2014/2015 

Indicative 

Budget 

2015/2016 

Indicative 

Budget 

2016/2017 

1 indicative 
Budget 

2017/2018 

Indicative 

Budget 

Own Funds. 

8 792 594 

10 468 196 

15 268 856 

21 247 009 

27 773 246 

CRR/ Revenue 

' B 792 594 

10468 196 

15268 856 

24247 009 

27 773 246 

CRR (Roll-over) 

- 

■ 

- 

- 

- 

Externa! Loans 

119 927 784 

143 219 176 

151 907 795 

173 213 299 

186 161 924 

External Loans 

119 927 784 

143 219176 

151 907 795 

173 213 299 

186 461 924 

External Loans (Roll-over) 

- 

- 

■ 

- 

- 

Grants 

58 639 474, 

51 454 386 

53 372 807 

41 306 

41 306 140 

Grants 

SS 639 474 

51 454 386 

53 372 807 

41 306 140 

41 306 140 

Grants (Roll-over) 


- 

. 

- 

- 

Grand Total 

167 359 052 

205 141 758 

220 549 458 

238 766 448 

255 541 3 0 


1.2,3 That Council approves the 2013/2014 to 2017/2018 MTREF’s proposed operating 
revenue of R 1,448,571,592 for the 2013/2014 financial year as well as the four outer 
years’ operating revenue as set out per GFS votes in the table below. 


2013/2014 to 2017/2018 Operating Revenue MTREF per GFS Vote 

GFS Vole De&cnjpfclcn 

201 3m 14 

Final 

Budget 

1 201412015 
Indicative 
Budget 

wmm 

indicailvn 

Budget 

immt 

IndkelM* 

Budget 

2017/2018 

Indicative 

Budget 

Governance and Administration 

217 mim 

-242 291649 

•258729686 

276 428341 

-295592195 

Executive and Council 

■753B572 

-7 624 977 

■7706771 

-7760 388 

-7819305 

Budget and Treasury Office 

■ 217 314 COS 

-231 821 860 

-248087331 

-265634400 

-284633575 

Corporate Services 

-2 760 606 

-2844 811 

-2935585 

-3033553 

-3139 315 

Community and Public Safety 

.134 440 064 

-136 400 253 

-140 033156 

-143 967211 

-148227 872 

Community and Sociai Services 

3720875 

-3913 542 

-4125413 

-4 358406 

-4 614 626 

Sport and Recreation 

-2567 24/ 

-2 751 836 

-3020 424 

■3315376 

-3 639292 

- Public Safety — 

-17078 533 

. _ -18 483676 

. _-20_006 629 

-21657471 

-23447161 

Housing 

-111132247 

-111249 951 

-112879348 

-114 634516 

-116 525 242 

Health 

-1161 

-1248 

-1 342 

-1442 

-1550 

Economic and Environmental Services 

-19845973 

-17280423 

-5806 588 

-6385228 

■7021 580 

Planning and Development 


-4881 469 

-5367 738 

-5902493 

-6 490 572 

Road Transport 

-15406635 

-12398954 

-438849 

-482 734 

-531 008 

Trading Services 

-1 066674 287 

•1 140 860010 

-1245 500 006 

-1 328734337 

-1432 628 837 

Electricity 

-750 mm 

-794988284 

-853 359 392 

-914929966 

-981 007495 

Water 

-138455006 

-155714334 

-172438797 

-189 529 574 

-206 784 503 

Waste Water Management 

‘98 032 573 

-104 317995 

-127774608 

■125 825 726 

-139 400 678 

Waste Management 

•80156571 

-85839398 

-91 927209 

-98449072 

-105 436 161 

lota! Operating Revenue 

■1448 571 592 

-1536 832334 

•1 650 069436 

-1755515117 

-1 883 470 484 
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12 4 That Council approves .he 2013/2014 .0 2017/2018 MTREFs ^ 

expenditure of R 1,451,395,836 for fhe 2013/2014 financial »■«""*-*" 

o Jer years’ operating expend^ as set ou t per GFS votes in the. able below. 

WWMAin 7017/201 8 Operating Expenditure £jgEF_per^GFS^7^ 

i . I IZ zqigisdi' 


2013,12014 
Final 
Budget 


(jPS Votq Description 

Governance and Ariministution 

Executive and Council 33 Wt ^5 0 

Budoet and Treasury Office — 29 £15 34fl 

TZ 7“ 125440530 

Corporate Services _ — 

Co mmunity and Public Safety 

Community and Social Services 

Sport and Recreation 

public Safety 


2014120 15 
Endlpathm 


201SJ201G 

Ln-tUcslCve 


Indicative 

Budget 


^771 828 JM2£tn__22^71M_»?®5M 

39350 884 41 664941 


271 181 271 


21 345 148 


^4 711 816 


Health 


1464S9S57 

6111821 


Economic and Environment al Services IHiZIH 

— n rrfi J rf £ 

Planning and Development 


27 550446 


Road Transport 
Trading Services 

Electricity 

Water 

Waste Water Management 

Waste Management 
Deficit / (Surplus) 


85625294 


878205997 


637 BZ7 0153 


91 4581M 


68212113 


35 564799 
31335997 


33 947460 35835 389 


~j37366361 1 152238841 161094969 

281 299856 293597 604 306 94 3 86 2 


2017/2018 

indicative 

Budget 


178 464011 
321 302 509 


22 701 955 24 188 440 25 787 103 


59 693904 63751729 


Aft (160 263 51671 658 


27506 572 
68115620 
59764 717 


147 895895 


6562324 7 047 073 7568703^ 


121 286350 126 593 580 133 9993 41 


30 948072 31 129 254 33194 330 


9033827^ 95 464 326 _^08g5010_ 


930096866 


1 57 785 550 

8130051 

142595130 
35906962 
106 688 168 

1 125942905 


672329782 __ 714584 513 759 250 008 


97910324 

86521836 


105842 569 
92 879 690 


112844919 


99532106 


73 334925 

1 536960 228 


83 690 229 


122177 857 


106979721 


89 497 930 


9013/2014 tariff increases as set out in the 2013/2014 Tariff 
1.2.5 That Council approves the 2013/20 201 3/2014 to 2017/2018 MTREF 

List ( Appen dix C attached to the item) as well as th 

proposed revenue increases as set out in the table below. 




Revenue Component 


1013/2014 
Financial 
Tear 


2014/2015 
Financial 
Year 


2015/2016 
Financial 
Year 


2016/2017 
Financial 
Year 


2017/2018 

Financial 
Year 
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That Council approves the annual budget of Drakenstein Municipality for the 
2013/2014 financial year as well as the indicative estimates for the four outer 
financial years (2014/2015 to 2017/2018) as set out in the following tables attached 
as Appendix D to the item - 

(a) Table 2: Summary of revenue classified by main revenue source; 

(b) Table 13: Summary of operating expenditure by standard item classification; 
and 

(c) Table 50: Budgeted monthly revenue by source and expenditure per type. 

1.2.7 That Council approves the Annual Budget 2013/2014 to 2017/2018 Medium Term 
Revenue and Expenditure Forecasts as well as its supporting tables attached as 
Appendix D to the item. 

1.2.8 That Council approves the budget related policies and amended policies attached as 
Appendix B to the item. 

That Council approves the measurable performance objectives for revenue from 
each source and for each vote in the budget, taking into account the municipality’s 
integrated development plan, as set out in Table 32 of the Annual Budget 2013/2014 
to 2017/2018 MTREF attached as Appendix D to the item. 


1.2.10 That Council approves the recommendations as set out in Appendix A (Written 
Comments Received on the 20T3/2014 Draft Budget) to the item as Council’s views 
on the written comments received during the public participation process on the 
2013/2014 draft budget. 

1.2.11 That Council takes note that the municipality’s investments and cash as at 
15 May 2012 amounted to R 101,918,080 made up of investments with — 

(a) ABSA Bank (R 16,514,343); 

(b) Nedbank (R 62,91 5,528); 
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(c) First National Bank (R 1 , 1 42, 1 34), 


(d) 


Investec (R 10,821 ,051); and 


(e) Standard Bank (R 10,525,024). 


f the total cost to company expenses for the salary, 

1.2.12 That Council takes note of Executive Mayor; Speaker; 

allowances and benefits of the Execu ive chairperson 0 f the Municipal Public 

members of the Executive Mayoral Commi , ^ Municipal Manager; Chief 

Accounts Committee; other ordinary mem ® r * ^ ServiceS ; Executive Manager: 

were considered by Council on 27 March 2013. 

, ,hn. nrakenstein Municipality do not have any service 
1.2.13 That Council takes note rende dng a mun iclpal service on behalf 

delivery agreement with any service section 1 of the Municipal Systems 

0 , Drakenstein Municipality as assrgned to it in section 

Act. 

entities. 

1.2.15 That Council takes note that the 

of it by the National Energy Regulator of South Africa. 

1 ,3 Executive Summary 

The application of sound flnancN manag^ pH nciplesjor ^ ^ ^ „ 

-r r:rrv7o^— - 

economically and equitably to all communi les 0 p erat ional priorities of 

annual budge, is largely guided ^ ^ H as the MTREF that se* out the 

Drakenstein’s Integrated for the budge, year under 

expected annual revenue and projected P 

consideration, plus the four outer ^ years. 
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The Municipality s business and service delivery priorities were reviewed as part of this 
year’s planning and budget process. Where appropriate, funds were transferred from low- to 
high priority programmes so as to maintain sound financial stewardship. A critical review 
was also undertaken of expenditures on non-core and ‘nice to have’ items. The preparation 
of the 2013/14 to 2017/18 Medium Term Revenue and Expenditure Framework (MTREF) 
was an extremely challenging one as various factors, with considerable potential impacts on 
core service delivery cost and revenue components influenced the outcome of the MTREF. 

Legal Requirements 


The MTREF for 2013/14 to 2017/18 were oompiled in aocordanoe with the requirements of 
the relevant legislation, of which the following are the most important - 
The Constitution of the Republic of South Africa, Act 108 of 1996; 

The Municipal Structures Act, Act 1 1 7 of 1 998; 

The Municipal Systems Act, Act 32 of 2000; 

The Municipal Finance Management Act, Act 56 of 2003; 

The Municipal Budget and Reporting Regulations promulgated on 17 April 2009; and 
° The 2013 Division of Revenue Act 


The following budget principles and guidelines directly informed the compilation of the 
2013/14 to 2017/18 MTREF - 

National Treasury s MFMA Circulars were used to guide the compilation of the MTREF; 

“ Headline inflation predictions; 

National outcomes and priorities; 

° NERSA guidelines; 

The priorities and targets in relation to the key strategic focus areas as determined in 
the IDP; 

The 2012/1 3 Adjustments Budget priorities, targets and base line allocations were taken 
as guideline for future revenue stream projections; 

Intermediate service level standards were used to inform the measurable objectives, 
targets and backlog eradication goals; 

Tariff and property rates revenue stream increases should be affordable and should 
generally not exceed inflation as measured by the CPI, except where there are price 
increases In the inputs of services that are beyond the control of the municipality, for 
instance the cost-of-living increases and cost of bulk water and electricity. In addition, 



Drakenstein Municipality 

move towards being cost reflects and should take into 

account the need to address infrastructure backlogs; h 

. There wii, be no budge, alienated to naflonal and provincial fuivded ***££ 
necessary grants to me municipality are reflected in the national and P— budget 
and have been gazetted as required by the annual DMsion of Revenue A . 

. An assessment of me relative human resources capacity to imp em 
. The need to enhance the municipality’s revenue base; and 

. There will be externa, borrowings taken up dudng this budge, year as a means ^ 
funding source that is available to support the Capita, Budget m wew o, financial 
affordability considerations and also to enhance service delivery. 

The main challenges experienced during the compilation of the 2013/14 to 2017/18 MTREF 

can be summarised as follows - financial 

o Reprioritisation of capital projects and operating expen iu 

affordability limits of the Budget, taking the cash position into account; 

. The increased costs associated with bulk water and electricity, placing upwar P 

on tariff increases to consumers. Continued high tariff inoeases may soon render 

municiDal services financially unaffordable; . 

» • u«d — - — “ 

Wage Collective Agreement; 

. Maintaining revenue collection rates at the targeted levels, fund 

. Depleted Capital Replacement Reserve, impacting on the unicip 

capital expenditure from internal sources; infrastructure 

. Allocations of me required operate budge, provision for neiMy created rnfrastrudur 

and facilities; 

o The on-going difficulties in the national and local economy; 

• Aging and poorly maintained water, roads and electricity infrastructure, an 
o Availability of affordable capital / borrowing . 

in view of me aforementioned, me following Table 1 is a consolidated overview of me 
proposed 2013/14 to 2017/18 Medium Term Revenue and Expenditure ram 
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Table 1 Consolidated Overview of the 2012/13 MTREF 



vvcivrcwui 

WC023 Drakenstein ■ Table A1 Budget Summarv 


■HriH 

J0MrH 

j 20M/12 


Currant Tsar 201H13 

2D 13/14 Medium Tens RiveflUs & 

Expenditure Franawork 

ITFI 

, R UiotfundH 

lOfal PpuTnilP fi 1 r r J h fr / / 

iVuit£d 

Eli itairi 

totiiiiJ 

□ UliCDTl* 

■■.ill -i 

Hull iWi | g 1 

au ,' 9 a£ 

Adjusted 

Full Tear 

Fer»ft*t 

1 Fr*- r.-rtiV 
liUtinnu 

Budget Year 
2311111 

| llddget Year 

M 2d14/?1 

Budget Year 

Partus) 

FariPMl i 

JU17/1I 

lexcmaincj capital transfers 
and contributions) 

PJiUS 


miIm'h 



1 'mI2 ."E 

rjnA 

p m. 

1 490378 

1 501 697 

1 719209 

1 847 184 

Total Expenditure 


1 II.4J "Jj 

i?ji in 

UllftlS: 


IJtHH 

1 M 4H | 

14}ISW 

1536 950 

1 637372 

1 734 858 

1 854 659 

Surplus/fDeflcit} 

ia esiv 

iTO'.ll' 

tllfflfj 

P1U 

iT7 ffisi 

(nm 


|l'l Irll 

(46 572) 

(35 675) 

(15 647) 

(7 695) 

Capital expenditure 

fling 

'IE 134 

; r M 

Mins? 

311 H7 



Fir jes 

205 142 

220 549 

238 766 

255 541 

Total sources of capital funds 

irstti 

J36 3TB 

rrf ii i , 

j 

Jiifcj 



III] 

205 142 

220 549 

230 766 

255541 


Total operating revenue (excluding capital transfers and contributions) has grown by 9.3% or 
R 117 million for the 2013/14 financial year when compared to the 2012/13 Adjustments 
Budget. For the four outer years, operating revenue will increase by 7.2%, 7.5%, 7.4% and 
7.5% respectively, equating to a total revenue growth of R 574 million over the MTREF when 
compared to the 2012/13 financial year. 


Total operating expenditure for the 201 3/14 financial year has been appropriated at R 1 .451 

billion and translates into a budgeted deficit of R61.4 million. The operating deficit for the 

four outer years steadily decreases to only R 7.6 million in 2017/18. These operating deficits 

have to do with off-setting depreciation that is not recovered through tariffs. When compared 

to the 2012/13 Adjustments Budget, operational expenditure has grown by 7.5% in the 

2013/14 budget and by 6.3%, 6.5%, 6.0% and 6.9% respectively for the four outer years of 
the MTREF. 


The capital budget of R 187 million for 2013/14 is 41.3% less when compared to the 2012/13 
Adjustment Budget. The reason for this huge decrease in capital expenditure is the fact that 
we have reached our external borrowing limits. The capital programme gradually increases 
over the four outer years of the MTREF to R 255 million in the 2017/18 financial year. 

1.4 Operating Revenue Framework 

For Drakenstein Municipality to continue improving the quality of services provided to its 
citizens it needs to generate the required revenue. In these tough economic times strong 
revenue management is fundamental to the financial sustainability of every municipality. 
The reality is that we are faced with developmental backlogs and poverty. The expenditure 
quired to address these challenges will inevitably always exceed available funding; hence 
difficult choices have to be made in relation to tariff increases and balancing expenditures 
against realistically anticipated revenues. 
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The municipality's revenue sMegy is built around the following key components - 
. National Treasury’s guidelines and macro-economic policy, 

. Achievement of full cost recovery of specific user charges especially 

Rates Act, 2004 (Act 6 of 2004) (MPRA); 

. increase ability to extend new services and recover costs; 

. The municipality's Indigent Support Policy and rendenng of free basro servrces, 

• Tariff policies. 

nf th _ pni2/13 MTREF (classified by main revenue 

rrr : — » - zzzzzzz 

(deficit). 


Description. 


P „(Ou£rm 


Revenue By Source 


FVoperV rates 

Properiji rates - pendias 3t collection charges 
Sovice charges - etecticily revenue 
Service charges - wafer revenue 
Service charges - sanitaion revenue 
Service charges - refrrse revenue 
Service charges - ofier 
Rental offeciSGes and equpmenl 
Interest earned - ex tercel Investment; 
Interest earned - oufetandrns debtors 
Dividends received 
Fhes 

Licences and permits 
Agency services 
Transfers recognised - operatond 
Oflier revenue 

Gains on disposdnfFPE 

Total Revenue (excluding capital transfers 
and contributions) 
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Revenue generated from rates and services charges forms a significant percentage of the 
revenue basket as can be seen in Table 3 below. Rates and service charges revenue 
represent 81.5% or R 1.132 billion of the total revenue mix. This increases to R 1.220 billion, 
R 1.313 billion, R 1.413 billion and R 1.518 billion in the four outer financial years of the 
MTREF. A notable trend is the increase in the total percentage revenue generated from 
rates and services charges which increases from 81.5% in 2013/14 to 82.3% in 2017/18. 


Xflbfe 3 Percentage growth in revenue by main revenue source 
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Property rales 

Property rates - penalise & collection charges 
Service charges - electricity revenue 

Service charges - luster revenue 

Service chargee - sanllaSan revenue 

Service chargee - reftise revenue 

Service charges - other 
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Interest earned - external investments 

Interest earned - outstanding debtors 

Dividends received 

Ftees 

Licences and permits 

Agency services 
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046 

764 056 

132 194 

54364 

67 070 

21341 

6000 

6650 

5455 

13 019 

193 506 

23 597 

250 

13.5% 

0.1% 

51.3% 

0.9% 

3.6% 

4.6% 

0.0% 

1.4% 

0.4% 

0.4% 

0.0% 

0.4% 

0.9% 

0.0% 

13.0% 

1.6% 

0.0% 

212 416 

695 

619 640 

145413 

62 519 

72624 

22 941 

6000 

7 352 

6 000 

13996 

205 574 

25 876 

250 

13,3% 

0.1% 

51.2% 

9.1% 

3.9% 

4.5% 

0.0% 

1.4% 

0.4% 

0.5% 

0.0% 

0.4% 

0.9% 

0.0% 

12.6% 

1.6% 

0.0% 
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6 000 
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0.1% 
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4,2% 

4.5% 

0.0% 

1.4% 

0.3% 

0.5% 

0.0% 

0.4% 

0.9% 

0.0% 

12.6% 

1.6% 

0.0% 

236 873 
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943 927 

171 101 

82 601 

63 153 

26511 

6 000 

9 020 
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16174 

232 131 
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250 

12.6% 

0.1% 
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9.3% 

4.5% 

4.5% 

0.0% 

1.4% 

0.3% 

0.5% 

0.0% 

0.4% 

0.9% 

0.0% 
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Electricity revenue is the largest revenue source totalling 51.2% or R 712 million. Property 
rates are the second largest revenue source totalling 13.7% or R 190 million. The third 
largest source of revenue is transfers recognised- operational’ which consists of grants 
received by National and Provincial Government for operational needs. It contributes 13.5% 
or R 187 million of total operating revenue. It is followed with water revenue (8.5%), refuse 
revenue (4.6%) and sanitation revenue (3.4%). 


The following Table 4 gives a breakdown of the various operating grants and subsidies 
allocated to the municipality over the medium term. 


Total operating grants amounts to R 177 million and is represented national government 
grants (R84 million) and provincial government grants (R93 million). Towards capital 
expenditure Drakenstein will receive R51.8 million from national government and R 15 
million from provincial government for various approved capital projects. In total 
Drakenstein’s grant allocations amounts to R 244 million for 2013/14. 
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Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, 

tariffs and other charges were revised, local economic conditions, input costs and the 

affordability of Drakenstein s customer base were taken into consideration. The Municipality 

derives its revenue from the provision of services such as electricity, water, sanitation and 

refuse removal. A considerable portion of the revenue is also derived from property rates 

and grants by national governments as well as other minor charges such as traffic fines, 
etcetera. 


We have envisaged increasing our tariffs during this budget year, mainly to have a 
sustainable budget with a view of accelerating service delivery in an effective, efficient and 

economic way, to be able to fund certain capital and operating projects that will make a 
difference in our communities. 

For the municipality to be able achieve its set organisational objectives and its Constitutional 
mandate we needed to increase the municipal services' tariff taking into account certain 
variables such as increases of the prices, service rendered fees, material, fuel, 
transportation costs from our potential services providers which are remarkable high, and the 
increase in external borrowings for the funding of capital projects. 


National Treasury continues to encourage municipalities to keep increases in rates, tariffs 
and other charges as low as possible. It must also be appreciated that the consumer price 
is not a good measure of the cost increases of goods and services relevant to 
municipalities. The basket of goods and services utilised for the calculation of the CPI 
consist of items such as food, petrol and medical services, whereas the cost drivers of a 
municipality are informed by items such as the cost of salary bill, bulk purchases of electricity 
and water, petrol, diesel, chemicals, cement etc. The current challenge facing the 
Municipality is managing the gap between cost drivers and tariffs levied, as any shortfall 
must be made up by either operational efficiency gains or service level reductions. As in the 
past, increase cost primarily driven by the Consumer Price Index (CPIX), dictates an 
increase in the tariffs charged to the consumers and the ratepayers. It therefore follows that 
all the tariffs will have to be increased by a percentage in line with the forecasted CPIX 
estimated at 5.6 / 0 for the 2013/14 financial year. Within this framework the Municipality has 
undertaken the tariff setting process relating to service charges as follows. 
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Property rates cover the cost of the provision of community and subsidised services as 
defined in our Tariff Policy. The 2013/14 property rates revenue stream increases wrth 5.6". 
compared with the 2012/13 adjustments budget. 

Drakenstein also provides rebates on property rates as per the requirements of the MPRA 
and additional rebates in terms of the Property Rates Policy are given in trying 
accommodate the poorer communities and making the rates payable to be affordable to 

everyone. 

National Treasury’s MFMA Circular No. 51 deals, inter alia, with the implementation of the 
Municipal Property Rates Act Regulations issued by the Department of Co op 
Governance. These Regulations came into effect on 1 July 2009 and prescribe the rate ratio 
for the non-residential categories, public service infrastructure and agricultural prop 
relative to residential properties to be 0.25:1. These Regulations are adhered to. 

The following stipulations in the Property Rates Policy are highlighted. 

• The first R 15,000 of the market value of a property used for residential purposes is 

excluded from the rate-able value (Section 1 7 (h) of the MPRA); 

• All residential properties will receive an automatic rebate on property rates on the f 
R 160,000 of their property valuation (R 15,000 exemption included), 

o Government properties receive a 20% rebate on rates; 

• Churches and places of worshipping are exempted from property rates, 

• Land reform Beneficiaries; property belonging to a land reform beneficiary, and 

o For pensioners, physically and mentally disabled persons, a rebate that various from 
20% to 100% will be granted to owners of rateable property based on the total gross 

income of the applicant and / or his / her spouse. 

The categories of rateable properties for purposes of levying rates and the proposed rates 
for the 2013/14 financial year based on a 5.6% revenue stream increase from 1 July 2013 is 
set out in Table .5 below. Please note that a new general valuation will also come into effect 
as from 1 July 2013 and this will influence the restructured property rates tariff to be levied. 
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Table 5 Comparison of proposed rates to levied for the 2011/12 financial year 


Number 

— — — w Itvicu ivi uic£UJ i/ \c mi 

□fscriptian 

anciai yea 

2012/13 

Tariff) 
Rand Value 

tr 

2013/14 
Tariff/ 
Rand Value 

% Change 


Property rates revenue stream increase 

7.5% 

5.4% 

-1.70% 

1.(a) 

All property except f - ft below 

0.00581 

iVt-j&M 

-2.24% 

(b) 

Rebate of R 15,000 to air households 

100% 

IBB* 


W 

Rebate of R 160,000 for residential properties Irrespective of the property valuation (R 15,000 of 1(b) included) 

0% 

inn% 


(d) 

Rebateof R 150,000 for residential properties with a valuation of R 150,000 and less (R 15,000 of 1(b) Included) 

100% 

ft 


(e) 

Rebate forvacant ervens earmarked for sub-economical houses with valuation of R 60 000 

100% 

■tf*' 


m 

Property proclaimed as Agricultural land (vacant erven Included) 

0.00145 

&.QG E42 

-2.07% 

(g) 

Industrial and Commercial sites (vacant erven included) 

0.00974 

0,00=40 

-0.82% 
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Government Property: 20 % Rebate of this tariff Iro Government Buildinq (vacant erven included) 

0.01472 

0.01439 

-3.53% 

(■> 
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Ghelf Greens 

1 fllDroVSIltfint S fftr ri 1 1 i|i rt ^ a / H-MM- tji, | .-I 

0.00145 

fcMUJ 

-2.07% 

w 

jyi wpun (jurpuocg amateur 

Industrial and Commercial Rural sites (vacant erven included) 

0.00435 

0.00974 

U.OWiM , 

A.-QDVn/ 

-2.07% 

-2125% 

0) j 

Privately owned towns 5% rebate 

0% 

IWft 



RATES; REBATF 

Income between R 0 to R 3,150 per month = 1 00% 
Income between R 3,151 to R 3,800 per month = 80% 
Income between R 3,801 to R 4,400 per month * 50% 

Income between R 4,401 to R 5,000 per month = 20% 


1 .4.2 Sale of Water and Impact of Tariff Increases 


South Africa faces similar challenges with regard to water supply as it did with electricity, 
since demand growth outstrips supply. Consequently, National Treasury is encouraging ail 
municipalities to carefully review the level and structure of their water tariffs to ensure: 

Water tariffs are fully cost-reflective - including the cost of maintenance and renewal of 
purification plants, water networks and the cost associated with reticulation expansion; 
Water tariffs are structured to protect basic levels of service and ensure the provision of 
free water to the poorest of the poor (indigent); and 

Water tariffs are designed to encourage efficient and sustainable consumption. 

In addition National Treasury has urged all municipalities to ensure that water tariff 
structures are cost reflective by 2014. 


Better maintenance of infrastructure, new dam construction and cost-reflective tariffs will 
ensure that the supply challenges are managed in future to ensure sustainability. City of 
Cape Town Water has increased its bulk tariffs with 10.0% from 1 July 2013. 

The proposed tariff increase is mainly influenced by the following: 

The cost of bulk water purchases increased by 10.0%; 

Repairs and maintenance of water infrastructure that increased; 

Costs of servicing existing external borrowing to fund water infrastructure; and 
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o 


Increased provision for debt impairment, in 


view of the increasing debt. 


A tariff increase of 16% from 1 July 2013 for water is proposed. In addition 10 kf water per 
30-day period will again be granted free of charge to all households. 


A summary of the proposed tariffs for households (residential) and non-residential 


follows 
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The following table shows the impact of the proposed increases in water tariffs on the water 
charges for a single dwelling-house: 


Table 7 Comparison between current water charges and increases (Domestic) 


■ Viiaiy^o aim NIL-lcaoCS 

DOMESTIC FULL 

Dwellings with separate meters (per reading cycle) 

1 ncludrng grouphouses or security comp lexes an d b uildin q purposes 

U-lQkl 

Fri* 

Free 

0% 




11 - 30 kr 

B.72 

7.52 

16.00% 

9.00 

10.47 

11.34 

31 - 55 kf 

lisp 

12.06 

16.00%, 

15.39 

16.79 

18.19 

56 - SO kl 

1: ■ 

15.55 

16.00% 

19.84 

21.65 

23.45 

Above 80 kf 

ZL3 1 

20.96 

16.00% 

26.74 

29.18 

31.61 

Above 1000 kl 

I2H 

28.05 

16.00% 

35.79 

39.05 

42.30 


The tariff structure of the 2012/13 financial year has not been changed. The tariff structure 
is designed to charge higher levels of consumption a higher rate, steadily increasing to a 
rate of R 24.31 per kilolitre for consumption in excess of 80kf per 30 day period. 

1 .4.3 Sale of Electricity and Impact of Tariff Increases 


NERSA has determined that the Eskom bulk electricity tariff to municipalities would increase 
by 7.3% as from 1 July 2013. Considering the Eskom tariff increase and the Municipality’s 
overall operating expenditure increase of 9.0%; Drakenstein’s electricity revenue stream 
increases with 7.3% to offset the additional electricity costs as from 1 July 2013. The 
individual tariffs of household and business conventional and pre-paid customers will 
undergo restructuring and we result in increasing some tariffs and decreasing other tariffs. 

Bulk time-of-use customers’ tariffs will also undergo restructuring due to the fact that most of 
the standard and off-peak kWh charges are kept the same based on NERSA’s guidelines. 

j 

j 

The proposed tariff increases are mainly influenced by the following: j 

The cost of bulk electricity purchases increased by 7.3%; | 

Repairs and maihteharice of electricity iriffastructufe thaf increased;" - | 

Costs of servicing existing external borrowing to fund electricity infrastructure; j 

Higher than the inflation rate salary bill increases to fill critical vacant positions in the J 

Electricity Division; and j 

Increased provision for debt impairment, in view of declining revenue collection levels. 

i 

The electricity revenue stream increases with 7.33% and the restructured electricity tariffs to j 

realise this revenue stream increase are proposed as from 1 July 2013, subject to NERSA’s 
approval. i 
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Registered indigents, unemployed consumers and farmworkers will again be granted 
kWh per 30-day period free of charge. 


A summary of the proposed tariffs are as follows as set out in Table 8 below: 


Table 8 Comparison 


between *y Faroes and increases (Domestic^. 


Con rentlonai aactricity Waters 


Fixed and Capacity Charge {Conventional 1 x 2Q Ampere) 


Fixed and Capacity Charge (Conventional ^ x30 Ampere), 


Pm-Paid Bactricfa- Wemi» 


Fixed and Capacity Charge [Conventional 1 x 40 Ampere) - 


Fixed and Capacity Charge (Conventio nal 1 x 50 Ampere) = 
Fixed and Capacity Change (Conventional 1 x 60 Ampere) = 


Fixed and Capacity Charge {Conventio nal 1 x 70 Ampere] 

Fixed and Capacity Charge (Co nventional 1 x BP Ampere^ *\ 


Fixed and Capacity Change (Conventional i x 90 Ampere) 1 


Fixed and Capacity Charge (Conventional 3 x ZO Ampere) 


Fixed and Capacity Chame fConventional 3 x 30 Amp eis)_ 


Fixed and Capacity Charge (Conventional 3 x 40 Ampere)^ 


Fixed and Capacity Charge {Conventional 3 x 50 Ampere) 


Fixed and Capacity Charge fConventio nal 3 x 60 Ampere) J; 

and Capacity Charge {Conventional 3 x 70 Ampere^ 


Fixed and Capacity Chame fConventional 3 x 80 Am pere^ 


Fixed and Capacity Charge (Conventional 3x 100 Ampere) 
Hon life line tariff fConventional Single Phas<;)_=_ 

Hon life iine tariff (Conventional Three Phase) = _ 
i Life line tariff (Conventional) = 



Ch ame (Fre-Pald 1 x20 Ampgrel 
nil = Fixed and r^-ity fPre-Paid 1 x30 Ampeg^ 

n = Ptv B d and Capacity Chame [Fm-Patdlx jDA^ 

^ Fixed and Capacity Char g e {Fra-Pald 1 x 50 Ampere) 
Fixed and Capacity Chame fPre-Fa id 1 x 60 Ampere) 
^ Fixed a nd Capacity Charge (P r e-Paid 1 x70 AinperB^ 
- civnd »nd Capacity P^Paid 1 x SD Ampergj 


1 mrl V fPra ~ Paid 3 * 60 

- Fixed an d Capacity Ch ame fFrfr-Pald 3 x 70 Ampere^ 

- cr vpH and Capacity Charge fP«-Paid 3x80 AmpeFej 

F» e d and Capacity * * 100 

= Mon life line tariff fPre-Faid Single FiiasQ 
Mon lifn lin° (P^-PaM Three Phased 
= i if a line tariff (Fre-Faid) 


1 .4.4 Sanitation and Impact of T ariff Increases 

A tariff increase of 15% for sanitation from 1 July 2013 is proposed. The reason for this high 
increase is to but sumly « P e out the operating loss lhat this economy sen/, 

realises over the next five years. We expect to break-even in the 2017,18 f,nan«ai year. 

The following table compares the current and proposed tariffs: 




Cu.rent Tariff Excl Vat( R ) 


2012 - 2013 


2013 - 2014 


% Increase 


2013-2014 


BASIC CHARGES 


1 To 550 Minimum of R236.01 (33.04 VAT) 

1 551 To 600 Plus R24.31 {3.40 VAT) — 

- R48.56 (6.80 VAT) per lOOnf or part thereof exceeding 


Mini mum of R271.42 (38.00 VAT) 

Plus R27.96 ( 3.92 VAT) i- 

R55.85 (7.82 VAT) per 100m 2 or part thereof exceeding 


15.00% 


15.00% 
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The following table shows the impact of the proposed increases in sanitation tariffs on the 
sanitation charges for households. 


Table 10: Comparison between current sanitation charges and increases, single dwelling- houses 



* w ■ ■ Viiuigvg HI (VI 1 

Propose Tariff 
Excl Vat ( R ) 

Current Tariff 
ExclVa((R) 

uweiimy' iiuuses 

% Increase 

ADDITIONAL FEES PER ANNUM 

2013-2014 

2012 - 2013 

2013-2014 

Single dwelling , Flats and Churches 




For the first toilet per erven 

527.97 

459.10 

15.00% 

For each additional toilet per erven 

234.26 

255.88 

15.00% 

For each toilet 

696.51 

605.66 

15.00% 

Semi-Detached dwellings and row houses 




For first toilet per dwelling 

696.51 

605.66 

15.00% ~ 

For each additional toilet per dwelling 

294.26 

255.88 

15.00% 

For any other premises (Business etc.) 




For each toilet or urinal or waterfunnel 

1176.39 

1 024.69 

15.00% 

For each 0.1m lenght of a gripurinal 

127.72 

111.06 

15.00% 


The proposed tariff increases are mainly influenced by the following: 

Repairs and maintenance of sewerage infrastructure that increased; 

Costs of servicing existing external borrowing to fund electricity infrastructure; and 
Increased provision for debt impairment, in view of declining revenue collection levels. 


1.4.5 Waste Removal and Impact of Tariff Increases 

The refuse collection and disposal service is currently operating by collecting refuse 
bins / containers per week per number/ volume, mass disposal at disposal facility and 
special refuse removal services. 


The proposed tariff increases are mainly influenced by the following: 

Increased provision" for rehabilitation of landfill sites; " 

Costs of servicing existing external borrowing to fund refuse infrastructure; and 
Increased provision for debt impairment, in view of declining revenue collection levels. 

A tariff increase of 7% is proposed for sewerage as from 1 July 2013. The following table 
compares current and proposed amounts payable as from 1 July 2012. 
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Table 11 Comparison between curre 

‘Hi waste lemuva 

Propose Tariff 

| ICCO HUM iuviv«« 

Current Tariff 



Inc) Vat(R) 

inel Vat (R) 

% Increase 


2013(2014 

2012/2013 

2013(2014 

REFUSE REMOVAL FEES (240 LITRE BINS) 





Deposit - Refuse bin 

m 

- 

new tariff 

One removal per week per bin 

2027 

1895 

7.00% 

Two removals per week per bin 

5 526 

5165 

7.00% 

Three removals per week per bin 

3 347 

87361 

7.00% 

Five removals per week per bin 

15775 

■ 

new tariff 

REFUSE REMOVAL FEES (770 LITRE BINS) 




Deposit • Refuse bin 

4 000 

■ 

new tariff 

One removal per week per bin 

6 934 

6 480 

7.00% 

Two removals per week per bin 

18 932 

17 666 

7.00% 

Three removals per week per bin 

31 367 

29 876 

7.00% 


1 .4.6 Overall impact of tariff increases on households 


The following table shows the overall expected impact of the tariff increases on a large and 
small household as well as an indigent household receiving free basic services. Notable that 
in all instances the overall impact of the tariff increases on household’s bills has been kept 
below the inflation rate based on the consumption patterns used by National Treasury. The 
R 160,000 rebate on all household’s property valuations has a lot to do with it. 
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Table 12: MBRR Table SA14 - Household bills 


WC023 Drakenstein - Supporting Table SA14 Household bills 


PtscnpAaqi 


j JRliiT! 

7011/11' 

Current Tear 2012/13 

2013/14 Medium Term Revenue £ Expenditure 

F r-taniimuh 


An dried 

Allrflkd 

Audited 

Original 

Ari§usteJ 

Bn dJ.i-1 Yen 

'H diiflrt Yt« 

RUdgel Yrid 

ifudo'it fear 


OuN^mi 

□uteerti* 

■ ui- i-m* 

Budget 

:l uifgcE 

WtJIII 

J p 1 7 J 1 4- 

kf JDlfll 

«t 29111 Kl 

Rand/cenf 






* Irrfj. 




Monthly Account for Household - 'Middle 

Income Range 1 










Rates and services charges: 










Property rates 

fliOAJ 

vliI rt.l 

mu 

' ill. HD 

" lai. hi 

W \7? PTk| 

Ij* iSSfi? 

r 269.91 

7 285.03 

Electricity: Basic levy 

tttl 

JillH 

jm.QT 

3^4 HI 

3M €4 

r [T.TW 

1 MH K 

7 322.97 

r 346.55 

Electricity. Consumption 

HIM 

TSi^i 

aTP.iin' 

r U25.py 

r L'JS.LHJ 

F IS*:** 

^ i flT2:To 

7 1151.01 

F 1 235.03 

Water Basic levy 

yam 

13 Jl 

til# 

frli 

ZJ& TB 

IB. P-1* 

13.42 

| 7 26.23 

28.85 

Water Consumption 

wm 

wm 

m im 

* 111.00 

r 13d uu 


iafl:n 

r 171.49 

r 188.64 

Sanitation 

EG Eid 

11 B4 

Tfl.YU 

Hy.-OE. 

r JJ.Ql 

^ L^mt 

' 

F 108.51 

11 124.79 

Refuse removal 

1u.ni 

mM 

13P.43 

mu 

I1M7 

r T.DW 

CiEr.21 

170.44 

196.01 

Ihb-tptei 


1 □ 13 64 

I 151 IT 

t «4.0i 

1 954.91 

' 4.1% 

2 04E.41 

2 210.57 

2 404.91 

VAT on Sen/ ices 

133 M 


auj.3 

r htx 

m 3G 

in 4% 

' ^o.in 

F 273.09 

r 296,78 

Total large hausehcJd blfj 

i iHH.ni 

IflFMi 

J 1TD.I1 

* id li 

311? is 



2 493.61 

2 701.69 

& tTlfiTflflBtl dHLiiiiB 


llSH 

14 1% 


- 



* 4% 

13% 

Monthly Account for Household - 'Affordable 










Range* 










Rates and services charges: 










Property rates 

IPS. 31 

jiriiri 

ji3.cn 

r =3i01 

F 231 Id 

* foiljU 

r IdU.UI 

' 169.95 

7 \ 179,46 

Electricity: Baste levy 

- 

- 



M.ct 

^ iLm* 

H U a 

F 96.57 

r 103.62 

Electricity: Consumption 

4S.S* 

sum 

&9I K 

^ oFlJi 

^ 4TJ T5- 

r Slit 

F 5M.1P 

F 633.07 

7 679.28 

Water Basic levy 

H.jn 

TM1 

iTiitn 

jti.sn 

20 It 

F lie* 

at is 

7 26.23 

28.85 

Water Consumption 

lD.flfi 

ftv.il 

yc tp 

F MH Dn 

p 

r ia.au 

n*;w 

7 128,62 

14148 

Sanitation 

(LH 

nn.Tt 

■Ui* 

r m 

# ma 

* IB DU 

' fS.54 I 

F 73.07 

7 84.03 

Retese removal 

IIMtl 

13TT - n i 

i:>ir 

131 IF 

113,47 

r 7,ra 

■ill ai 

158.58 

169.69 

-sub-mini 

Sftll 

Vflil.U 

i IP7.6J 

1 TOO 49 

f 190.49 

r 9.9% 

1 19H.94 

i 2*6 09 

1 HSfi 41 

VAT on Services 

MU 


<75 ?* 

1-1 ?M 

liUH 

^ 7 H 


156.26 

r 168.9T 

Total small household bill; 

9G8E5 

i a*7 ui 

Tiisii 

1 324.28 

1 324128 


1 135 15 

f 44?L35 

1 555.40 

% IncreaseA-decreaso 


ti ** 

13.11* 

7 IV. 

- 


Ti% 

i 0% 

T T% 

Monthly Account for Household - 'indigent 










Household receiving free basic services 










Rates and services charges: 










Property rates 

tIFJ* 

133 5-S 1 


u;. yu 

r LlF.il 

■ 1 IG-P.p^li 


- 

- 

Eieobicity: Basic levy 


- 





- 

- 

“ 

Electricity: Consumption 

, - , 


- ' 

1 



F (05.7B 

177.36 

189.78 

Water Baste levy 

* 


- 

IP : 

kjjp 

F <ioa«i] 

- 

- 

- 

Water Consumption 


- 

-*■ r 

esse 

€4.00 

1 iiiun 

;n •:>: " 

85.75 

94.32 

Sanitation 


- 

- ' 

JA-M F 

fo on| ■ 

' i inn 

T- 

- 

- 

Reliise removal 

W.41 

m.m 

mi ' 

Slid f 

i-? nj F 

r.n .1 n*i 

- 

- 

- 

sub -total 

159 

165 If 

177 7* ! 

40417 

404.17 * 

(40.0%) 

747 3T 

263.11 

284.10 

VAT on Services 

i M 

im \ 

■ ^D r 

1 J.JT 7 

ww 

Wm r 

ii.?r r 

36.84 

39.77 

Total email household bill: 

Ifi4 SI 

173.41 

iS? 94 

441.43 

441*43 F 

(37.4%) 

276 74 

299.95 

323.87 

% increasef-decrease 


5_4Y. 

15% j 

141.314 

- 


/37 * n q 

8 .6% 

8 .0% 


1.5 Operating Expenditure Framework 

The operating expenditure framework for the 2013/14 budget and over the MTREF is 
informed by the following: 

" 1 he asset renewal strategy and the repairs and maintenance plan; 
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. Balanced budget constraint (operating expenditure should not exceed operating 
revenue) unless there are existing uncommitted cash-backed reserves to fun 

• Funding of the budget over the medium-term as informed by Section 18 and 19 o 

. TheTapital programme is aligned to the asset renewal strategy and backlog eradication 

. Operational gains and efficiencies veil be directed to funding the capital budget and 

other core services. 

The following table is a high level summary of the 2013/14 budget and the MTREF 
(classified per main type of operating expenditure). 

Table 13 Summary of op erating expenditure by standard classification item 

j^nstsin ■ Tab le M Budgeted Ftancial Perfomnancs 


11 6au&gid 


Expenditure By Type 


Qursnpita* 


-i 


Employee related coste 
Remnneraliion of councillors 
Debt impairment 
Depreciation & asset impairin' 
Finance charges 
Bulk puchases 
Oher materials 
Contacted services 
Transfers and granfe 
Other expendhie 
Loss or disposal of PFE 


Total Expenditure 


An£lij 

U-JlrnriB 


Audi! id 




IlTlciTiI niriwiH 


IJBl 

nu* 

iiynrt 

tW F Ji 

Vm 

flJl 

mw 

m 


9*9 4W 


r-i ■ If | 


X* IM 
\h\ IP 
a hi 

JpLM 
Til 71 1 

im 

i.n 

a] 


CtiHenitfear 3012111 


Original 

Cudgel 


i DBU IEP 


371 Ml 

111 H 
.ti nr. 
IS 353 
IE Ml 
fllMLCS 

im 

D) W 

i m ms 


aw 

ntsf 

q?tll 
11 FtD 

mm 

mm 

m 

mm 


1324055 


Adi ante? 

Budget 


rr Bid 
jiHi 

«T.r 
«F( afl 

H2if 

tth 

310^1 


1345430 


Full Year 

Forecast 


Budj^Yiar 

201311* 


yam 

irifl 

lElHS 
I5T511 
flttf 
Ml 133 

rSiUT 

m 

7MB * 


1 345 430 


2013114 tlsdlwn Tens Revriniit & ExpendiUirt 
tftimewcxfc 
" 1'tTouT 


LTFS 


Revenue 


3rjdg*iY«J 

*! 201*15 


11(511 

Nltl 

jiHS 

tarn 
fit IH 

*!WS 
wl\ 
nl Hi 


m 

u> 

■auM. 

in 

jbi>! 

uuy. 

iLtr. 1 . 

tit'. 


Fk-Sn 
+J 2C1S10 


420 892 
20 068 
28292 
147 047 
70 523 
535 942 

11281 
645 
302 272 


1451306 100.0ft | 1 536 650 


21 340 
29707 
1 49547 
79 452 
589748 

12 071 
692 
312119 


1637 372 


Forecast 

aitMi 


Pqrecait 

2017110 


498 425 
22 706 
31 192 
152 047 
88 462 
605727 

12916 
735 
322 646 


1 734 85 $ 


548 692 
24159 
32752 
154547 
99 601 
644023 

13820 

788 

336477 


1854859 


1.5.1 Employee Related Costs 

The budgeted allocation for employee related costs for the 2013/14 flnancial year amounte 
to R 386 million, which equals 26.6% of the total operating expenditure. The 201 3/ u g 
provides for a cost-of-living increase of 6.85%, annual increments of up to 2.5 ° w 
applicable and for the filling of critical vacant posts. 


1.5.2 Remuneration of Counciltors 


The cost associated with the remuneration of councillors is determined by the Minister of Co- 
operative Governance and Traditional Affairs in accordance with the Remuneration o u i 
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Office Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this regard has 
been taken into account in compiling the budget together with a cost-of-living increase of 
6.85%. 

1.5.3 Debt Impairment 

The provision of debt impairment was determined based on current collection rates as well 
as the expected effect the Writing-Off of Irrecoverable Debt Policy will have on the payment 
rate of current levies to qualify for the special writing-off incentives in the Policy. For the 
2013/14 financial year we have provided for debt impairment to the amount of R 26.9 million 
which accounts for 2.8% of billed property rates and service charges that needs to be 
collected. This projects a payment rate of 97.2% for the 2013/14 financial year and is 
deemed to be realistic. 

1.5.4 Depreciation and Asset Impairment 

Provision for depreciation and asset impairment has been informed by the Municipality’s 
Asset Management Policy. Depreciation is widely considered a proxy for the measurement 
of the rate asset consumption. Budget appropriations in this regard total R 144.5 million for 
the 2013/14 financial and equates to 10.0% of the total operating expenditure. Note that the 
implementation of GRAP 17 accounting standard has meant bringing a range of assets 
previously not included in the assets register onto the register. This has resulted in a 
significant increase in depreciation relative to previous years. 

1.5.5 Finance Charges 

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost 
of capital). Finance charges make up 4.3% (R 63 million) of operating expenditure excluding 
annual redemption for 2013/14 and increases to R 99.6 million by 2017/18. 

1.5.6 Bulk Purchases 

Bulk purchases are directly informed by the purchase of electricity from Eskom and water 
from the City of Cape Town. The annual price increases have been factored into the budget 
appropriations and directly inform the revenue provisions. Bulk purchases are our biggest 
expenditure and consist of 35.1% of total operating expenditure. The expenditure includes 
distribution losses. 
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1.5.7 Other Expenditure 

Other expenditure comprises amongst others of general expenditure to the liking of fuel 
purchases, materials for repairs and maintenance costs, cleaning materials, chemrca 
printing and stationery. Insurance, legal costs, collection and commission costs, postage, 
telephone, special projects, housing projects (Drommedaris and Slyahlala) and etcetera, n 
line with the repairs and maintenance plan this group of expenditure has been pnon ise 
ensure sustainability of the infrastructure. For 2013/14 the appropriation against thrs group 
of expenditure has grown by 20.1% (R 291 million), mainly through the housing projects, an 
continues to grow at a steady pace to R 336 million in 2017/18. 


1.5.8 Contracted Services 


In the 2013/14 financial year, contracted services expenditure totals R 10.5 million and has 
escalated by just 0.7%. Further details relating to contracted services can be seen in 

Table 69 MBRR SA1 (see pages 157 to 160). 


The following figure gives a 
financial year. 


breakdown of the main expenditure categories for the 2012/13 


Dlhff m|iciidiiiirii 

m 


21 % 



Remuneration of Councillors 
1 % 

Debt impairment 
2 % 


Depreciation & Asset 
impairment 
10 % 


Finance Charges 
5% 


Figure 1 Main operatioral expenditure categories for the 201 2/1 3 financial year 


1.5.9 Priority given to repairs and maintenance 

Aligned to the priority being given to preserving and maintaining the current infrastructure 
the 2013/14 budget and the MTREF provide for extensive growth in the area of asse 
maintenance, as informed by the asset renewal strategy and repairs and maintenance plarc 
In terms of the Municipal Budget and Reporting Regulations, operational repairs and 
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maintenance is not considered a direct expenditure driver but an outcome of certain other 

p ditures, such as salary expenditure, vehicle costs, purchases of materials and 
contracted services. 


Considering these cost drivers, the following table should be a consolidation of all the 
expenditures associated with repairs and maintenance. Drakenstein’s general ledger and 
chart of accounts needs to be redesigned to enable us to generate this kind of information. 
The idea is to do this over the next financial year or two based on the Standard Chart of 

Accounts that National Treasury has developed and is in the process to promulgate as a 
Regulation. 


Jable 14 Operational repairs and maintenance 


n*»;rip8on 


fi *nsu£i»q 
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M17H6 


54843 


54 843 
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During the compilation of the 2013/14 budget and the MTREF operational repairs and 
maintenance was identified as a strategic imperative owing to the aging of the Municipality’s 
infrastructure and historic deferred maintenance. The total allocation for 2013/14 equates to 
R 49.6 million or 3.4% of the total budgeted operating expenditure. The norm for repairs and 
maintenance to the budget percentage indicator is 12% and we believe that if we account for 
all the cost drivers Drakenstein will be close to that benchmark. 


The table below provides a breakdown of the repairs and maintenance in relation to asset 
class. For the 2013/14 financial year, 62.3% or R 30.9 million of total repairs and 
maintenance will be spent on infrastructure assets. Road and storm water infrastructure has 
received a significant proportion of this allocation totalling 27.1% (R 13.4 million), followed by 
electricity infrastructure at 15.9% (R 7.9 million), water infrastructure at 13.0% (R 6.4 million) 
and sanitation at 5.7% (R 2.8 million). Community infrastructure has been allocated R 4.4 
million of total repairs and maintenance equating to 9.0%. Other assets receive R 13.6 
million or 27.6%. Other assets mainly comprises of vehicles, plant and equipment. 



i 


I 
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Table 15 Repairs and maintenance per asset class 



1.5.10 Free Basic Services: Basic Social Services Package 

The social package assists households that are poor or households that faces other 
circumstances that limit their ability to pay for services. To receive these free services the 
households are required to register in terms of the Municipality’s Indigent Support Policy. 
The target is to register 11,000 or more indigent households during the 2013/14 financial 
year, a process reviewed annually. Detail relating to free services, cost of free basis 
services, revenue lost owing to free basic services as well as basic service delivery 
measurement is contained in Table 27 MBRR A10 (Basic Service Delivery Measurement) on 

page 65. 
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The cost of the social package of the registered indigent households is largely financed by 
national government through the local government equitable share received in terms of the 
annual Division of Revenue Act. 


1.6 Capital expenditure 

The following table provides a breakdown of budgeted capital expenditure by GFS 
classification. 


Table 16 2012/13 Medium-term capital budget per GFS classification 
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For 2013/14 an amount of R 123 million has been appropriated for the development of 
trading services infrastructure which represents 65.8% of the total capital budget. In the four 
outer years this amount grows to R 206 million or 80.7% of the total capital budget. Waste 
water management receives the highest allocation of R 54 million in 2013/14 which equates 
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to 29.1% followed by water at 21.9% (R 41 million) and then electricity infrastructure at 
13.9% {R 26 million). 

The following are the major projects planned for 2013/14- 

® Potable water and water management infrastructure consisting of the starting of the 
construction of a 11 ML reservoir in Newton (R 14 million); water supply to Newton/ 
Mbekweni (R 7.6 million); upgrade of bulk water pipeline from Withoogte to Welvanpas 
water treatment works (R7.5 million); replace and upgrade of water reticulation system 
(R 6 million); and, water connections to industrial sites in Wellington and Paarl (R 2.7 

million). 

• Waste water management infrastructure consisting of the upgrading of the bulk 
network in in Southern Paarl (R 19 million; upgrading the bulk sewer network from 
Carolina to Amstelhof (R 18.1 million); upgrade and extension to the Paarl waste water 
treatment works (R 9.9 million); starting with rehabilitation and extension to the Wellington 
waste water treatment works (R 3 million); and, construction of a pump station and new 

rising sswer main in Pentz Street (R 3.2 million), 
o Electricity infrastructure consisting of the electrification of the Drommedaris and Siyahlala 
housing projects (R 17.9 million); the construction / upgrading of the 69 / 11 KV electricity 
distribution network (R 4 million); upgrading of electricity distribution network backlogs 
(R 1.4 million); and, public lighting extensions (R 1 million). 

« Roads and storm water infrastructure consisting of construction of Stokery Road (R 15 
million); reseal of the Berg River Boulevard (R 2.3 million); upgrade of proclaimed and 
main roads (R3.7 million); upgrade of secondary roads (R1.8 million), upgrade of 
sidewalks (R 1 .6 million); and, refurbishment of storm water systems (R 1 million). 

- Waste management infrastructure consisting of the constructing of a leachate facility at 

the Wellington landfill site (R 1 .2 million). 

o Housing infrastructure consisting of the upgrading of our own rental stock (R 1 . 1 million). 

» Sport facilities infrastructure consisting of the construction of a wall at Weltevrede sport 
grounds (R7 Million); and, starting with the refurbishment of the Daljosaphat stadium 

tartan track (R 1 .3 million). 

• Economic infrastructure consisting of the construction of informal trading structures in 
Drakenstein, Paarl SBD and in Wellington (R 1.7 million); and, the refurbishment of the 

Ikhwezi Centre {R 2 million). 

The following graph provides a breakdown of the capital budget to be spent on infrastructure 
related projects over the MTREF as per GFS classification. It is important to note that under 
the GFS classifications roads and storm water is classified as economic infrastructure. The 
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picture over the MTREF portrays a lack of spending on roads and storm water capital 
projects. 


Governance and Administration Community and Public Safety 

Economic and Environmental Services si Trading Services 



2009/2010 2010/2011 2011/2012 2012/2013 2013/2014 2014/2015 2015/2016 2016/2017 2017/2018 


Figure 2 Capital Infrastructure Programme 


1.7 Annual Budget Tables - 

The following sixteen pages present the ten main budget tables as required in terms of 
section 8 of the Municipal Budget and Reporting Regulations. These tables set out the 
municipality’s 2013/14 budget and MTREF as approved by the Council. Each table is 
accompanied by explanatory notes on the facing page. 
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Explanatory notes to MBRR Table A1 - Budget Summary 


1 Table A1 is a budget summary and provides a concise overview of the budget from al 
of the major financial perspectives (operating, capital expenditure, financial position, 

cash flow, and MFMA funding compliance). 


Table 17 MBRR Table Al - Budget Summary 
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2. The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash and 
funding compliance, as well as the municipality’s commitment to eliminating basic 
service delivery backlogs. 

3. Financial management reforms emphasises the importance of the municipal budget 
being funded. This requires the simultaneous assessment of the Financial 
Performance, Financial Position and Cash Flow Budgets, along with the Capital 
Budget. The Budget Summary provides the key information in this regard: 

a) The operating surplus / (deficit) (after total expenditure) is negative over the 
MTREF . This is due to off-setting depreciation not funded through the raising of 
tariffs. Such a practice would lead to the double taxation evil. However, there is 
nothing wrong to budget for an operating surplus to fund capital expenditure if 
such action would be affordable and sustainable. 

b) Capital expenditure is balanced by capital funding sources, of which 

* Transfers recognised - capital and public contributions and donation is 
reflected on the Financial Performance Budget; 

» Borrowing is incorporated in the net cash from financing on the Cash Flow 
Budget; and 

Internally generated funds are financed from a combination of the current 
operating surplus and accumulated cash-backed surpluses from previous 
years. The amount is incorporated in the net cash from investing on the 
Cash Flow Budget. The fact that the municipality’s cash flow remains 
positive, and is improving slightly indicates that the necessary cash 
resources are available to fund the Capital Budget. 

The cash backing / surplus reconciliation shows that in previous financial years the 
municipality was not paying much attention to managing this aspect of its finances, 
and consequently many of its obligations were not cash-backed. This placed the 
municipality in a very vulnerable financial position. 


5. Even though Council is placing great emphasis on securing the financial sustainability 
of the municipality, this is not being done at the expense of services to the poor. The 
section of Free Services shows that the amount spent on Free Basic Services and the 
revenue cost of free services provided by the municipality continues to increase. In 
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addition, the municipality continues to make progress in addressing service delivery 
backlogs. 


Explanatory notes to RflBRR Table A2 - Budgeted Financial Performance (revenue and 
expenditure by standard classification) 


Table 18 MBRR Table A2 ■ Budgeted Financial Perf ormance (revenue a n d expenditure by standard classification) 
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1 . Table A2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard classification. The modified GFS standard classification 
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divides the municipal services into 15 functional areas. Municipal revenue, operating 
expenditure and capital expenditure are then classified in terms if each of these 
functional areas which enables the National Treasury to compile ‘whole of government’ 
reports. 

2. Note the Total Revenue on this table includes capital revenues {transfers recognised - 
capital) and so does not balance to the operating revenue shown on Table A4. 

3. The table highlights that the revenue for electricity, water, waste water management 
and waste management exceeds the expenditure on these services {excluding internal 
charges). Other functions that show a deficit between revenue and expenditure are 
being financed from rates revenues and other revenue sources reflected under the 
Governance and Administration category. 

4. A deficit of R 2.8 million is reflected in this table as total revenue, and includes capital 
grants and transfers (capital grants and donations) received. The expenditure category 
excludes these transfers. 


Explanatory notes to RABRR Table A3 - Budgeted Financial Performance (revenue and 
expenditure by municipal vote) 


Table 19 MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by municipal vote) 
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1 . Table A3 is a view of the budgeted financial performance in relation to the revenue and 
expenditure per municipal vote (directorates). This table facilitates the view of the 
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budgeted operating performance in relation to the organisational structure, 
means it is possible to present the operating surplus or deficit of a vote. The following 
table is an analysis of the surplus or deficit for the electricity and water trading 

services. 


2. The electricity trading surplus is deteriorating over the MTREF from 20% or 
R 105 million in 2010/11 to 15% by 2013/14. This is primarily as a result of the high 
increases in Eskom bulk purchases and the tariff setting policy of the municipality to 
buffer the impact of these increases on individual consumers. It then projects a steady 

yearly increase to 18% in 2017/18. 

3. The surplus on the water account is also deteriorating over the MTREF from 51% or 
R 53 million in 2009/10 to 34% by 2013/14. It then projects a steady yearly increase to 

41% in 2017/18. 

4. Note that the surpluses on these trading accounts are utilised as an internal funding 
source for the capital programme for asset renewal, refurbishment and the 
development of new asset infrastructure, and therefore all surpluses are not used to 
cross-subsidise other municipal services. 
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Explanatory notes to Table A4 - Budgeted Financial Performance (revenue and 
expenditure) 


1. Table A4 is a view of the budgeted financial performance in relation to revenue by 
source, and expenditure by type. Total revenue is R 1.389 billion in 2013/14 and 
escalates to R 1.847 billion by 2017/18. 

Table 21 MBRR Table A4 - Budgeted Financial Performance (revenue and expenditure) 
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2. Revenue to be generated from property rates is R 190 million in the 2013/14 financial 
year and increases to R236 million by 2017/18 which represents 13.8% of the 
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operating revenue base and therefore remains a significant funding source for the 
municipality. It remains relatively constant over the medium-term and tariff increases 
have been factored in at 5.6% for each of the respective outer financial years of the 
MTREF. 

3. Services charges relating to electricity, water, sanitation and refuse removal 
constitutes the biggest component of the revenue basket of the municipality totalling 
R 940 million for the 2013/14 financial year and increasing to R 1.281 billion by 
2017/18. For the 2013/14 financial year services charges amount to 67.9% of the total 
operating revenue base. 

4. Operating transfers (grants) recognised includes the local government equitable share 
and other operating grants from national and provincial government. It needs to be 
noted that in real terms the grants receipts from national government are growing over 
the MTREF by 21 .9%, 3.5%, 6.4%, 5.8% and 7.1%. 

5. The following graph illustrates the major expenditure items per type. 



6. Bulk purchases have significantly increased over the 2009/10 to 2011/12 period 
escalating from R 264 million to R 429 million. Thereafter it has stabilised and remains 
at about 34% over the 2013/14 to 2017/18 MTREF. 


24 May 2013 


Page 57 


Drakenstein Municipality 


a 


7. Employee related costs and bulk purchases are the main cost drivers within the 
municipality and alternative operational gains and efficiencies will have to be identified 
to lessen the impact of wage and bulk tariff increases in future years. It is clear that 
other expenditure as a percentage of total expenditure has decreased significantly 
from 2009/10 to 2010/11 where after it stabilised at about 22% of total operating 
expenditure. 

Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard 
classification and funding source 

Table 22 MBRR Table A5 ■ Budgeted Capital Expenditure by vote, standard classification and funding source 
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1 . Table A5 is a breakdown of Drakenstein Municipality’s capital programme in relation to 
capital expenditure by municipal vote (multi-year and single-year appropriations); 
capital expenditure by standard classification; and the funding sources necessary to 
fund the capital budget, including information on capital transfers from national and 

provincial departments. 

2. The MFMA provides that a municipality may approve multi-year or single year capital 
budget appropriations. Drakenstein approve a multi- year capital budget. 

3. The capital programme is funded from capital and provincial grants and transfers, 
public contributions and donations, borrowing and internally generated funds from 
current year surpluses, capital transfers from National Government, Province and 
other transfers and grants amounts to R 58.6 million (31.2%) in 2013/14. Borrowing 
has been provided for at R 119.9 million (64.1%) for 2013/14 with internally generated 
funding totalling R 8.7 million or 4.7%. These funding sources are further discussed in 
detail in 2.6 (Overview of Budget Funding). 

Explanatory notes to Table A6 - Budgeted Financial Position 

1. A6 is consistent with international standards of good financial management practice, 
and improves understand ability for councillors and management of the impact of the 
budget on the statement of financial position (balance sheet). 

2. Drakenstein Municipality statement of financial position has been prepared on a basis 
that is consistent with GRAP1, which is generally aligned to the international version 
which presents Assets less Liabilities as “accounting” Community Wealth. It is 
comparable with the present statement of financial position, as well as statements of 
previous years. The order of items within each group illustrates items in order of 
liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be 

met from cash, appear first. 

3. The assets are in the order of relative liquidity, while liabilities are listed according to 
priority in terms met by means of cash. Table A6 is supported by an extensive table of 
notes (SA3) providing a detailed analysis of the major components of a number of 

items, including: 

• Call investments deposits; 
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• Consumer debtors; 

Property, plant and equipment; 

• Trade and other payables; 

• Provisions non-current; 

• Changes in net assets; and 

• Reserves 


Table 23 MBRR Table A6 - Budgeted Financial Position 
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4. The municipal equivalent of equity is Community Wealth / Equity. The justification is 
that ownership and the net assets of the municipality belong to the community. 

5. Any movement on the Budgeted Financial Performance or the Capital Budget will 
inevitably impact on the Budgeted Financial Position. As an example, the collection 
rate assumption will impact on the cash position of the municipality and subsequently 
inform the level of cash and cash equivalents at year end. Similarly, the collection rate 
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assumption should inform the budget appropriation for debt impairment which in turn 
would impact on the provision for bad debt. These budget and planning assumptions 
form a critical link in determining the applicability and relevance of the budget as weil 
as the determination of ratios and financial indicators. In addition the funding 
compliance assessment is informed directly by forecasting the statement of financial 

position. 


Explanatory notes to Table A7 - Budgeted Cash Flow Statement 

1. The budgeted cash flow statement is the first measurement in determining if the 
budget is funded. 
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2 . 

3. 


It shows the expected level of cash in-flow versus cash out-flow that is likely to result 
from the implementation of the budget. 


e tabled budget for 2013/14 indicates that Drakenstein Municipality will be 
nerating sufficient cash inflow from the operating activities to finance cas ou ow 
m operations. It remains positive in the four outer years of the MTREF. 
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Explanatory notes to Table A8 - Cash Backed Reserves / Accumulated Surplus 
Reconciliation 


1 The cash backed reserves / accumulated surplus reconciliation is aligned to the 
requirements of MFMA Circular 42 — Funding a Municipal Budget. 
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2. In essence the table evaluates the funding levels of the budget by firstly forecasting 
the cash and investments at year end and secondly reconciling the available funding to 
the liabilities/commitments that exist. 

3. The outcome of this exercise would either be a surplus or deficit. A deficit would 
indicate that the applications exceed the cash and investments available and would be 
indicative of non-compliance with the MFMA requirements that the municipality’s 
budget must be “funded”. 

4. The table show that Drakenstein shall maintain a surplus net cash flow position 
between the 2013/14 and 2017/18 MTREF. 

As part of the budgeting and planning guidelines that informed the compilation of the 
2013/14 to 2017/18 MTREF, the end objective of the medium-term framework was to 
ensure the budget is funded aligned to section 1 8 of the MFMA. 

6. As can be seen the budget has been modelled to progressively move from a surplus of 
R 129 million in 2013/14 to a surplus of R 157 million by 2017/18. 
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Explanatory notes to Table A9 - Asset Management 

1 . Table A9 provides an overview of municipal capital allocations to building new assets 
and the renewal of existing assets, as well as spending on repairs and maintenance by 
asset class. 

2. National Treasury has recommended that municipalities should allocate at least 40% 
of their capital budget to the renewal of existing assets, and allocations to repairs and 
maintenance should be 8% of PPE. 

3. The following graph provides an analysis between depreciation and operational repairs 
and maintenance over the MTREF. It highlights the Drakenstein’s strategy to address 
the maintenance backlog. The gap between the two is too big and needs to be closed. 
However, one must take into consideration that repairs and maintenance at this stage 
only represent material purchases and does not include salaries and other costs. 



Figure 4 Depreciation in relation to repairs and maintenance over the MTREF 
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Table 26 MBRR Table A9 ■ Asset Management 
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Explanatory notes to Table A10 - Basic Service Delivery Measurement 


Table 27 MBRR Table A10 ■ Basic Service Delivery Measurement 
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1. Table A10 provides an overview of service delivery levels, including backlogs (below 
minimum service level) for each of the main services. 

2. The municipality continues to make good progress with the eradication of backlogs: 

a) Water services. The majority of Drakenstein’s population in both formal and 
informal settlements receives potable water service levels that generally meet 
the national minimum standards as required by the Water Services Act (Act 1 08 
of 1997). However, there is an estimated 5,750 households of the total 51,840 
households who do not have water on their property. 

b) Sanitation services - 48,072 households have requisite access (minimum and 
above) and 3,144 households have access below the minimum level out of a 
total number of 51,217 households. 

c) Electricity services. As indicated elsewhere, the emphasis in the electricity sector 
is on addressing urgent network upgrades. Once the most pressing network 
issues have been addressed, the electrification programme will be prioritised 
with over 1,000 houses budgeted to be electrified in 2013/14. 

d) Refuse services. Drakenstein delivers a refuse collection service to all formal 
properties within its administration boundaries. Informal settlements (6,561 
households) receive refuse removal services below the minimum standards. This 
backlog is dealt with on an integrated basis as soon as information of the 
location of new informal households becomes available. 

3. The 2012/13 budget provided for about 10,000 households to be registered as indigent 
households and is therefore entitled to receiving free basic services. The number is 
set to increase to 11,500 households in 2013/14 given the rapid rate of immigration to 
Drakenstein especially by poor people seeking economic opportunities. 

4. It is anticipated that these free basic services and rebates on property rates to 
households will cost the municipality R 105.6 million in 2013/14. The free basic 
services portion is covered by the municipality’s equitable share allocation from 
national government. 
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Part 2 - Supporting Documentation 


2.1 Overview of the annual budget process 

Section 53 of the MFMA requires the Mayor of the municipality to provide general political 
guidance in the budget process and the setting of priorities that must guide the preparabon 
of the budget. In addition Chapter 2 of the Municipal Budget and Reporting Regulations 
determines that the Mayor of the municipality must establish a Budget Steering Committee 
to provide technical assistance to the Mayor in discharging the responsibilities set out in 

section 53 of the Act. 

The Budget Steering Committee consists of the Executive Mayor (chairperson), Finance Port 
Folio councillor, five other councillors and the Municipal Manager and senior officials of the 
Municipality advising the committee members. 

The primary aims of the Budget Steering Committee are to ensure: 

» That the process followed to compile the budget complies with legislation and good 
budget practices; 

« That there is proper alignment between the policy and service delivery priorities se 

in the Drakenstein Municipality’s IDP and the budget, taking into account the need to 

protect the financial sustainability of municipality; 

. That the municipality's revenue and tariff setting strategies ensure that the cash 

resources needed to deliver services are available; and 
, That the various spending priorities of the different municipal departments are properly 

evaluated and prioritised in the allocation of resources. 


2.1.1 Budget Process Overview 

In terms of section 21 of the MFMA the Mayor is required to table in Council ten months 
before the start of the new financial year (i.e. in August 2012) a time schedule that sets o 
the process to revise the IDP and prepare the budget. 

The Mayor tabled in Council the required the IDP and budget time schedule on 25 July 2012. 
Key dates applicable to the process were. 

. August 2012 - Joint strategic planning session of the Mayoral Committee and 
Executive Management. Aim: to review past performance trends of the capital and 


24 May 2013 


Page 67 


Drakenstein Municipality 

operating budgets, the economic realities and to set the prioritisation criteria for the 
compilation of the 2012/13 MTREF; 

November 2012 - Detail departmental budget proposals {capital and operating) 
submitted to the Budget and Treasury Office for consolidation and assessment against 
the financial planning guidelines; 

January 2013 - Review of the financial strategy and key economic and financial 
planning assumptions by the Budget Steering Committee. This included financial 
forecasting and scenario considerations; 

January 2013 - Multi-year budget proposals are submitted to the Mayoral Committee 
for endorsement; 

• 30 January 2013 -Council considers the 2012/13 Mid-year Review; 

27 February 2013 — Council considers the 2012/13 Adjustments Budget; 

February 2013 - Recommendations of the Mayoral Committee are communicated to 
the Budget Steering Committee, and on to the respective departments. The draft 
2012/13 MTREF is revised accordingly; 

20 March 2013 — Discussion of the 2013/18 MTREF by Budget Steering Committee 
and Finance Portfolio Committee; 

* 25 March 201 3 - Tabling in MAYCO the draft 201 3/1 8 MTREF; 

27 March 2013 - Tabling in Council the draft 2013/18 MTREF for public consultation; 
April 2013 - Public consultation with the 31 wards in Drakenstein area; 

29 April 2013 - Closing date for written comments; 

6 May 2013 - Workshop the written comments received with MAYCO; 
e 7 to 17 May 2013 - Finalisation of the 2013/14 reviewed I DP and the 2013/18 MTREF, 
taking into consideration comments received from the public, comments from National 
Treasury, and updated information from the most recent Division of Revenue Bill and 
financial framework; and 

* 21 May 2013 - Tabling final 2013/1 8 MTREF to MAYCO; and 

24 May 2013 - Tabling of final 2013/18 MTREF before Council for consideration and 
approval. 

There were no major deviations from the key dates set out in the Budget Time Schedule 
tabled in Council. 
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2.1.2 IPP and Service Delivery and Budget Implementation Plan 

The reviewed 2013/14 I DP for Drakenstein Municipality is to be adopted on 24 May 2013. It 
started in September 2012 after the tabling of the IDP Process Plan and the Budget Time 
Schedule for the 2013/18 MTREF in July 2012. 


The IDP Process Plan for 2013/18 was adopted on 25 July 2012. The Municipality has so far 
proceeded in attaining the following milestones towards finalisation of the formulation of the 
Municipality’s next five year plan: 

«. The public participation process for the review of the 2013/14 IDP took place in 
September 2012; It was decided to hold public meetings in all 31 wards (including 
sector groups) and to engage ward committees in future planning, 

® 31 Ward Plans completed and submitted for budget considerations in November 2012, 

« Strategic Planning workshop was held for two days in December 201 2; 

« Project plans as well as sectoral-plans were finalised; 
o Public participation process followed in April 2013; and 
= Final reviewed IDP to be approved by Council on 24 May 2013. 

Drakenstein’s IDP is its principal strategic planning instrument which directly guides and 
informs its planning, budget, management and development actions. This framework is 
rolled out into objectives, key performance indicators and targets for implementation which 
directly inform the Service Delivery and Budget Implementation Plan. The Process Plan 
included the following key IDP processes and deliverables: 
o Registration of community needs; 

o Compilation of departmental business plans including key performance indicators and 
targets; 

• Financial planning and budgeting process; 

» Public participation process; 

® Compilation of the SDBIP; and 

o The review of the performance management and monitoring processes. 


The IDP has been taken into a business and financial planning process leading up to the 
2013/18 MTREF, based on the approved 2012/15 MTREF, mid-year review results and 
adjustments budget. The business planning process has subsequently been refined in the 
light of current economic circumstances and the resulting revenue projections. 
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With the compilation of the 2013/18 MTREF each department / function had to review the 
business planning process, including the setting of priorities and targets after reviewing the 
mid-year and third quarter performance against the 2012/13 Departmental Service Delivery 
and Budget Implementation Plan. Business planning links back to priority needs and master 
planning, and essentially informed the detail operating budget appropriations and five-year 
capital programme. 

2.1.3 Financial Modelling and Key Planning Drivers 

As part of the compilation of the 2013/18 MTREF; Drakenstein undertook extensive financial 
modelling to ensure affordability and long-term financial sustainability. The following key 
factors and planning strategies have informed the compilation of the 2013/18 MTREF: 

• Drakenstein growth; 

° Policy priorities and strategic objectives; 

° Asset maintenance; 

• Economic climate and trends (i.e. inflation, Eskom increases, household debt, 
migration patterns); 

• Performance trends; 

• The approved 2012/13 adjustments budget and performance against the SDBIP; 

0 Cash flow management strategy; 

• Debtor payment levels; 

• Loan and investment possibilities; 

• The need for tariff increases versus the ability of the community to pay for services; 
and 

° Improved and sustainable service delivery 

In addition to the above, the strategic guidance given in National Treasury’s MFMA Circulars 
66 and 67 has been taken into consideration in the planning and prioritisation process. 

2.1.4 Community Consultation 

The draft 2013/18 MTREF as tabled before Council on 27 March 2013 before it was 
published for community consultation on the municipality’s website, and hard copies were 
made available at municipal notice boards and various libraries. A press release was also 
published in the local newspaper, Paarl Post. 
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All documents in the appropriate format (electronic and printed) were provided to Nationa 
Treasury, and other national and provincial departments in accordance with section 23 o e 
MFMA, to provide an opportunity for them to render comments. 

In consultation with ward councillors the community consultation process took place from 
15 to 25 April 2013 in all 31 wards. The applicable dates and venues were published 
the local newspapers and were well attended. 

Submissions received during the community consultation process and additional information 
regarding revenue and expenditure and individual capital projects were addressed, an 
where relevant considered as part of the finalisation of the 2013/18 MTREF. Feedback a 
responses to the submissions received are available on request - see Appendix A to t e 

budget item. 

2.2 Overview of alignment of annual budget with 1DP 

The Constitution mandates locai government with the responsibility to exercise 
developmental and cooperative governance. The eradication of imbalances in South African 
society can only be realised through a credible integrated developmental planning process. 

Municipalities in South Africa need to utilise integrated development planning as a method to 
plan future development in their areas and so find the best solutions to achieve sound long- 
term development goals. A municipal IDP provides a five year strategic programme of 
action aimed at setting short, medium and long term strategic and budget priorities to ores e 
a development platform, which correlates with the term of office of the political incumben s. 
The plan aligns the resources and the capacity of a municipality to its overall development 
aims and guides the municipal budget. An IDP is therefore a key instrument whicn 
municipalities use to provide vision, leadership and direction to all those that have a role to 
play in the development of a municipal area. The IDP enables municipalities to make the 
best use of scarce resources and speed up service delivery. 

Integrated developmental planning in the South African context is amongst others, an 
approach to planning aimed at involving the municipality and the community to jointly find 
best solutions towards sustainable development. Furthermore, integrated development 
planning provides a strategic environment for managing and guiding ail planning, 
development and decision making in the municipality. 
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It is important that the IDP developed by municipalities correlate with National and Provincial 
intent. It must aim to co-ordinate the work of local and other spheres of government in a 
coherent plan to improve the quality of life for all the people living in that area. Applied to 
Drakenstein, issues of national and provincial importance should be reflected in the IDP of 
the municipality. A clear understanding of such intent is therefore imperative to ensure that 
Drakenstein strategically complies with the key national and provincial priorities. 


The aim of this revision cycle was to develop and coordinate a coherent plan to improve the 
quality of life for all the people living in the area, also reflecting issues of national and 
provincial importance. One of the key objectives is therefore to ensure that there exists 
alignment between national and provincial priorities, policies and strategies and the 
municipality’s response to these requirements. 

The national and provincial priorities, policies and strategies of importance include amongst 
others: 

- Green Paper on National Strategic Planning of 2009; 

“ Government. Programme of Action; 

* Development Facilitation Act of 1 995; 

° Provincial Growth and Development Strategy (GGDS); 

National and Provincial spatial development perspectives; 

Relevant sector plans such as transportation, legislation and policy; 

“ National Key Performance Indicators (NKPIs); 

° Accelerated and Shared Growth Initiative (ASGISA); 

0 National 2014 Vision; 

“ National Spatial Development Perspective (NSDP); and 

o The National Priority Outcomes. 

The Constitution requires local government to relate its management, budgeting and 
planning functions to its objectives. This gives a clear indication of the intended purposes of 
municipal integrated development planning. Legislation stipulates clearly that a municipality 
must not only give effect to its IDP, but must also conduct its affairs in a manner which is 
consistent with its IDP. The following table highlights the IDP’s eight strategic objectives or 
key performance areas for the 2013/18 MTREF and further planning refinements that have 
directly informed the compilation of the budget. 
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Table 28: IDP Strategic Objectives or Key Performance Areas 


I auie £< 

KPA 

7. I ur OLIOLCHU/ 

KPA Description 

KPA 1 

Governance and Stakeholder Participation 

KPA 2 

Physical Infrastructure and Energy Efficiency 

KPA 3 

Services and Customer Care 

KPA 4 

Economic Growth and Development 

KPA 5 

Health, Safety and environment 

KPA 6 

Social and Community Development 

KPA 7 

Institutional Development 

KPA 8 

Financial Sustainability 


In order to ensure integrated and focused service delivery between all spheres 
government it was important for the municipality to align its budget priorities with that of 
national and provincial government. All spheres of government place a high priority on 
infrastructure development, economic development and job creation, efficient service 
delivery, poverty alleviation and building sound institutional arrangements. 

Local priorities were identified as part of the IDP review process which is directly aligned to 
that of the national and provincial priorities. The key focus areas (KFA's) can be 
summarised as follows against the eight strategic objectives I key performance areas: 

KPA 1: Governance and Stakeholder Participation 
To promote proper governance and public participation through. 

• KFA 01 : Governance structures 

„ KFA 02: Stakeholder participation 

» KFA 03: Risk management 

• KFA 04: Policies, strategies and plans 

o KFA 05: By-laws 

o KFA 06: Monitor and evaluation 

° KFA 07: Intergovernmental relations 

• KFA 08: Communication (internal and externa!) 

KPA 2: Physical Infrastructure and Energy Efficiency 

To ensure efficient infrastructure and energy supply that will contribute to the improvement of 
quality of life for all citizens within Drakenstein through: 
c KFA 09: Energy efficiency 
® KFA 10: Roads and storm water infrastructure 
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“ KFA 1 1 : Water and sanitation infrastructure 
“ KFA 12: Solid waste infrastructure 

0 KFA 13: City entrances 

■ KFA 14: Local amenities and public places 

KPA 3: Services and Customer Care 

To improve our public relations thereby pledging that our customers are services with dignity 
and care through: 

" KFA 15: Water and sanitation 

* KFA 16: Electricity 

* KFA 17: Cleansing and waste management 

° KFA 18: Customer relations 

* KFA 1 9: Public transport 

* KFA 20: Branding and website 

KFA 21: Building regulations and municipal planning 

4: Economic Growth and development 

To facilitate sustainable economic empowerment for all communities within Drakenstein and 
enabling a viable and conducive economic environment through the development of related 
initiatives including job creation and skills development through: 

* KFA 22: Growth 

° KFA 23: Job creation 

° KFA 24: Investment (domestic and foreign) 

° KFA 25: Socio-economic status 

° KFA 26: Urban Renewal 

° KFA 27: Skills and education 

0 KFA 28: Trade and industry 

* KFA 29: Stability and sustainability 

° KFA 30: Rural development 

° KFA 31: Tourism 

KPA 5: Health, Safety and Environment 

To contribute to the health and safety of communities in Drakenstein through the pro-active 
identification, prevention, mitigation and management of health including environmental 
health, fire and disaster risks through: 

" KFA 32: Traffic, vehicle licensing and parking 
* KFA 33: Environmental management 
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o KFA 34: Disaster Management 

. KFA 35: Fire fighting services 

• KFA 36: Municipal law enforcement 

• KFA 37: Parks, cemeteries and open spaces 

KPA 6; Social and Community Development 
o KFA 38: Sustainable human settlements (housing) 

• KFA 39: Sport and recreation 

. KFA 40: Arts, crafts and culture 

• KFA 41 : Libraries 

• KFA 42: Cemeteries and crematoria 

° KFA 43: Poverty alleviation 

• KFA 44: Special programmes (gender, elderly, youth and disabled) 

• KFA 45: Child care facilities (ECD) 

» KFA 46: Control of public nuisances 

KPA 7: institutional Transformation 

• KFA 47: Organisational structure 

• KFA 48: Human capital and skills development 

• KFA 49: Programme and project management 

• KFA 50: Performance management 

• KFA 51 : Systems and technology 

o KFA 52: Processes and procedures 

. KFA 53: Facilities 

» KFA 54: Equipment and fleet management 

KPA 8: Financial Sustainability 
<* KFA 55: Revenue enhancement 

» KFA 56: Cost containment / management 
o KFA 57: Asset management 

• KFA 58: Capital expenditure 

» KFA 59: Supply chain management 

• KFA 60: Financial reporting 

° KFA 61 : Budgeting / funding 

In line with the MSA, the IDP constitutes a single, inclusive strategic plan for the Municipality. 

The five-year programme responds to the development challenges and opportunities faced 
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by Drakenstein Municipality by identifying the key performance and focus areas to achieve 
the strategic objectives mentioned above. 

In addition to the five-year IDP, the municipality undertakes an extensive planning and 
developmental strategy which primarily focuses on a longer-term horizon (15 to 20 years). 
This process is aimed at influencing the development path by proposing a substantial 
programme of public-led investment to restructure current patterns of settlement, activity and 
access to resources in the municipality so as to promote greater equity and enhanced 
opportunity. The strategy specifically targets future developmental opportunities in traditional 
dormitory settlements. It provides direction to the municipality’s IDP, associated sectoral 

plans and strategies, and the allocation of resources of the municipality and other service 
delivery partners. 


The 2013/18 MTREF has therefore been directly informed by the IDP revision process and 
the following tables provide a reconciliation between the IDP strategic objectives and 
operating revenue, operating expenditure and capital expenditure. 
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Table 30 NIBRR Table SA5 ■ Reconciliation between the 
IDP strategic objectives and budgeted operating expenditure 
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2.3 Measurable performance objectives and indicators 

Performance Management is a system intended to manage and monitor service delivery 
progress against the identified strategic objectives and priorities. In accordance with 
legislative requirements and good business practices as informed by the National 
Framework for Managing Programme Performance Information, the Municipality has now 
developed and implemented a performance management system of which system is 
constantly refined as the integrated planning process unfolds. The Municipality targets, 
monitors, assess and reviews organisational performance which in turn is directly linked to 
individual employee’s performance. 

Drakenstein Municipality is continuously ensuring that a culture of performance management 
is institutionalised. Therefore, performance agreements with senior to middle management 
are concluded. This process will ensure that Integrated Development Planning objectives 
and key performance indicators (KPI’s) are owned and executed by the responsible 
directorates. Furthermore, the Performance Audit Committee (as part of the Audit 
Committee) ensures that Council is involved in the auditing of Non-Financial Performance 
information. A Performance Management Policy Framework also exists. This Policy 
Framework encapsulates the various processes, roles and responsibilities necessary to 
execute performance management and measurement. 

At any given time within government, information from multiple years is being considered; 
plans and budgets for next year; implementation for the current year; and, reporting on last 
years performance. Although performance information is reported publicly during the last 
stage, the performance information process begins when policies are being developed, and 
continues through each of the planning, budgeting, implementation and reporting stages. 

The planning, budgeting and reporting cycle can be graphically illustrated as shown in 
Figure 5 below. 

The performance of the municipality relates directly to the extent to which it has achieved 
success in realising its goals and objectives, complied with legislative requirements and 
meeting stakeholder expectations. The municipality therefore has adopted one integrated 
performance management system which encompasses: 

Planning (setting goals, objectives, targets and benchmarks); 

Monitoring (regular monitoring and checking on the progress against plan); 

“ Measurement (indicators of success); 
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Review (identifying areas requiring change and improvement); 

Reporting (what information, to whom, from whom, how often and for what purpose), 

and 

Improvement (making changes where necessary). 



Policy development 

f 


Identify desired impacts 


Assess and adjust 



Specify performance 
indicators 


End-year reporting 



INSTITUTION 

ru^antl dnp4ftm#nl 
provincial ifetMitrocffl 

mLnlolpnllty / 

pubilo #Wliy 

muni dp* I •ndty ^ 



Operational 
planning and 
budgeting 


Monitor arid take 
corrective action 


Implementation add 
in-year reporting 



Set targets and 
allocate resources 


Figure 5 Planning, budgeting and reporting cycle 


The performance information concepts used by Drakenstein municipality in its integrated 
performance management system are aligned to the Framework of Managing Programme 
Performance information issued by the National Treasury and as shown in Figure 6 below. 
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The developmental results of achieving 
specific outcomes 


What we aim to change? 

The medium-term results for specific 
beneficiaries that are the consequence of 
achieving specific outputs 

What we wish to achieve? 

The final products, or goods and 
services produced for delivery 

What we produce or deliver? 

The processes or actions that use a 
range of inputs to produce the desired 
outputs and ultimately outcomes 

What we do? 



Manage towards 
achieving these 
results 


The resources that contribute to 
the production and delivery of 
outputs 

What we use to do the work? 


OUTPUTS 


ACTIVITIES 


INPUTS 


Plan, budget, 
implement and 
monitor 


Figure 6 Definition of performance information concepts 


The following table provides the main measurable performance objectives the municipality 
undertakes to achieve the next financial year. It consists of the eight strategic objectives or 
key performance areas of the municipality. Each key performance area is further broken 
down into key focus areas or measurable performance objectives. Each key focus area is 
then further broken down into measurable performance indicators or units of measurement 
that will be set out in more detail in the Service Delivery Budget Implementation Plan of the 
municipality. The performance of the SDBIP is measured on a monthly basis and corrective 
measures are implemented if needed. 
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2.3.1 Performance indicators and benchmarks 

Capital expenditure in local government can be funded by own revenue, grants and long- 
term borrowing. The following table sets out the municipalities main performance indicators 
and benchmarks for the 2013/18 MTREF . 


Table 33 MBRR Table SA8 • Performance indicators and benchmarks 
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2.3. 1. 1 Borrowing Management 

The ability of a municipality to raise long term borrowing is largely dependent on its 
creditworthiness and financial position. As with all other municipalities, Drakenstein s 
borrowing strategy is primarily informed by the affordability of debt repayments. 
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The following financial performance indicators have formed part of the compilation of the 

2013/18 MTREF: 

° Borrowing to asset ratio is a measure of the long-term borrowing as a percentage of 
the total asset base of the municipality. 

• The budgeted borrowings for 2013/14 amount to R1 19.9 million and constitute 64.0% 
of the total capital funding. The intended borrowing by the Municipality increases over 
the MTREF which indicates that the Municipality is heavily reliant on this source of 
funding to finance the capital budget. The impact of these borrowing would have to be 
evaluated over the long-term. 

* Capital charges to operating expenditure are a measure of the cost of borrowing in 
relation to the operating expenditure. It can be seen that the cost of borrowing has 
steadily increased from 4.4% in 2009/10 to 7.3% in 2012/13. This increase can be 
attributed to the raising of loans to fund portions of the capital programme. It is 
estimated that the cost of borrowing as a percentage of the operating expenditure will 
reach 9.5% in 2013/14 and will then increase to 10.6% in 2015/16. While borrowing is 
considered a prudent financial instrument in financing capital infrastructure 
development, this indicator will have to be carefully monitored going forward as the 
municipality has reached its prudential borrowing limits. 

In summary, various financial risks could have a negative impact on the future borrowing 
capacity of the municipality. In particular, the continued ability of Drakenstein to meet its 
revenue targets and ensure its forecasted cash flow targets are achieved will be critical in 
meeting the repayments of the debt service costs. As part of the compilation of the 2013/18 
MTREF; the potential of smoothing out the debt profile over the longer term will be closely 
monitored. 

2.3. 1.2 Safety of Capital 

The debt-to-equity ratio is a financial ratio indicating the relative proportion of equity and debt 
used in financing the municipality’s assets. The indicator is based on the total of loans, 
creditors, and overdraft and tax provisions as a percentage of funds and reserves. As part of 
the planning guidelines that informed the compilation of the 2013/18 MTREF ensuring proper 
cash-backing of reserves and funds has been considered a prudent financial sustainability 
objective 

The gearing ratio is a measure of the total long term borrowings over funds and reserves. 
While the gearing ratio increases to 42.1% in the 2012/13 financial year, the medium term 
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strategy is to steadily reduce the gearing ratio to a level that does not exceed 50% as a 
prudential limit, hence, over the 2013/18 MTREF the ratio decreases to 40.6% by 2015/16. 

2.3.1. 3 Liquidity 

Current ratio is a measure of the current assets divided by the current liabilities. The analysis 
indicates a downward trend since 2009/10 to 2011/12 financial year, from 1.4, 1.2 to 1.1 
respectively. The ratio is within the acceptable norm of 1:1 however the downward trend 
indicates that the liquidity of the net working capital could be a concern if the trend 

continues. 

The liquidity ratio is a measure of the ability of the municipality to utilize cash and cash 
equivalents to extinguish or retire its current liabilities immediately. Ideally the municipality 
should have the equivalent cash and cash equivalents on hand to meet at least the current 
liabilities, which should translate into a liquidity ratio of 1. Anything below 1 indicates a 
shortage in cash to meet creditor obligations 

2.3.1. 4 Revenue Management 

As part of the financial sustainability strategy, an aggressive revenue management 
framework has been implemented to increase cash inflow, not only from current billings but 
also from debtors that are in arrears in excess of 90 days. The intention of the strategy is to 
streamline the revenue value chain by ensuring accurate billing, customer service, and credit 

control and debt collection. 

2.3.1. 5 Creditors Management 

Drakenstein Municipality has managed to ensure that creditors are settled within the 
legislated 30 days of invoice. While the liquidity ratio is of concern, by applying daily cash 
flow management the municipality has managed to ensure a 99% compliance rate to this 
legislative obligation. This has had a favourable impact on suppliers’ perceptions of risk of 
doing business with the municipality, which is expected to benefit the municipality in the form 
of more competitive pricing of tenders, as suppliers compete for the municipality s business. 
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2.3.1, 6 Other Indicators 

The electricity distribution losses have been managed well in the past with losses of 8.6%, 
8.5 / 0 and 8.6% over the 2009/10 to 201 1/12 financial years. We intend to keep it there. The 
initiatives to ensure these targets are achieved include managing illegal connections and 
theft of electricity by rolling out smart metering systems, including prepaid meters. 

The water distribution losses have been managed well in the past with losses of 14.0%, 
14.3% and 12.9% over the 2009/10 to 2011/12 financial years. These losses are well below 
the Department of Water Affairs target of 18 % and the National Treasury norm of between 
14 to 16 /o. Water losses are caused due to burst pipes, slow leakages, inaccurate water 
meters, unmetered connections etc. All the necessary steps are taken to minimize the 
losses. However insufficient funding to replace old water pipes (burst pipes) and to maintain 
the infrastructure can contribute to higher losses in future financial years. 

Employee costs as a percentage of operating revenue will slightly increase over the 2013/18 

MTREF. This is primarily owing to the high increase in bulk purchases which directly 

increase revenue levels, as well as increased allocation relating to operating grants and 
transfers. 

Similar to that of employee costs, repairs and maintenance as percentage of operating 
revenue is also decreasing owing directly to cost drivers such as bulk purchases increasing 
far above inflation. In real terms, repairs and maintenance has increased as part of the 
Drakenstein’s strategy to ensure the management of its asset base. 

2.3.2 Free Basic Services: basic social services package for indigent households 

The social package assists residents that have difficulty paying for services and are 
registered as indigent households in terms of the Indigent Support Policy. Only registered 
indigents qualify for the free basic services. The Municipality's free basic services package to 
indigent households as from 1 July 2013 amount to 10 kl free water; 100% subsidy for 
sanitation services; 100 kWh free electricity; 100% subsidy for refuse removal services; free 
housing rentals; and, 100% subsidy on property rates. 

For the 2012/13 financial year registered indigents households amounted to 10,645 as at 
30 April 2013 and Drakenstein has made provision in the 2013/14 budget that the registered 
indigent households will increase to about 11,500 households. 
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Further detail relating to the number of households receiving free basic services, the cost of 
free basic services, highest level of free basic services as well as the revenue cost 
associated with the free basic services is contained in Table 27 MBRR A10 (Basic Service 
Delivery Measurement). 

Note that the number of households in informal areas that receive free services and the cost 
of these services (e.g. the provision of water through stand pipes, water tankers, and 
etcetera) are not taken into account in the table noted above. 

2.3.3 Providing clean water and managing waste water 

The Department of Water Affairs conducts an annual performance rating of water treatment 
works, presenting a Blue Drop or Green Drop award respectively to potable water treatment 
works and waste water treatment works that meet certain criteria of excellence. 

Our administration for the past few years has consecutively received Blue Drop Certificates 
for the operations of our potable water purification works and for the quality of our drinking 
water. Our Blue Drop score for the 2012 assessment for all five our water purification works 
was 96.29% compared to the national score of 87.6% which placed us in the 6 th position in 
the Western Cape and in the 15 th position nationally. Our quality level of service delivery 
continues to be amongst the best in the country with such achievements. 

The Paarl Wastewater Treatment Works Phase 1 (Civil and Mechanical) was opened on the 
30th November 2010 and already improvement of the final effluent is eminent. Gouda 
Wastewater treatment Works, Oxidation Ponds System, was extended and the pump station 
upgraded. The Saron Wastewater Treatment Pump station was upgraded and a stand-by 
generator was also installed to curb the excessive power failures experienced at the pump 
station and it positively contributed in less pollution. The Municipal Green Drop Score was 
80.3% for waste water systems, 8th Position in Western Cape during 201 1 . The municipality 
was not evaluated in 2012 for a Green Drop Score. 

The At-Source Recycling was launched in Ward 2 on 22 March 201 1 with good participation 
rates of 47%. Wards 4 & 15 were rolled out on 23 May 2011 and the participation rate 
currently is 30%. Recycling bins was placed at both Wellington Landfill facility and Paarl 
Transfer Station and the following waste stream was focussed upon: 
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° Glass; 

° Paper; 

° Automotive oil; 

0 Automotive oil cartridges; 

* Household cooking oil; 

■ Household pesticides; 

0 Electronic waste; and 

° Scrap metal. 

Vigorous Awareness and Education was implemented with various programs targeting the 
youth and households. The formation of the Waste Minimization Forum (consisting of 
officials, NGO’s, community and service providers) gave a catalyst interaction between all 
stakeholders with a common objective in mind. 

The following is briefly the main challenges facing Drakenstein in this regard: 

The infrastructure at most of the waste water treatment works is old and insufficient to 
treat the increased volumes of waste water to the necessary compliance standard; 
Shortage of skilled personnel makes proper operations and maintenance difficult; 
Electrical power supply to some of the plants is often interrupted which hampers the 
purification processes; and 

There is a lack of proper regional catchment management, resulting in storm water 
entering the sewerage system. 

The following are some of the steps that have been taken to address these challenges: 

Infrastructure shortcomings are being addressed through the capital budget in terms of 
a 5-year upgrade plan; 

The filling of vacancies has commenced and the Waste Water Division will embark on 
an in-house training programme, especially for operational personnel; 

“ The Electricity Division is to install dedicated power supply lines to the plants; and 

The Division is working in consultation with the Department of Water Affairs to address 
catchment management. 

2.4 Overview of budget related-poBicies 

The municipality’s budgeting process is guided and governed by relevant legislation, 
frameworks, strategies and related policies. 
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2.4.1 Review of customer care, credit control, debt collection end Indigent Support 
Policy 

The current Credit Control and Debt Collection Policy as well as the Indigent Support Policy 
has been reviewed and will be replace with the new Customer Care, Credrt Control, e 
Collection and Indigent Support Policy. This Policy will be adopted by Co 
24 May 2013 and is credible, sustainable, manageable and informed by affor any 
value for money and there has been a need to review certain components to achieve a 
higher collection rate. Most of the indigents within the municipal area are unable to pay or 
municipal services because they are unemployed. 

The 2013/18 MTREF has been prepared on the basis of achieving an average debtors 
collection rate of above 97% on current billings. In addition the collection of debt ,n excess 
of 90 days has been prioritised as a pertinent strategy in increasing the municipality s cas 
levels, in addition, the potential of a payment incentive scheme is being investigated and 
found to be viable will be incorporated into the policy. 


Council also adopted on 27 February 2013 a Writing-Off of Irrecoverable Debt Policy with 
incentives to get customers out of their spiral of debt. 


2.4.2 Asset Management Policy 


A proxy for asset consumption can be considered the level of depreciation each asset incurs 
on an annual basis. Preserving the investment in existing infrastructure needs to be 
considered a significant strategy in ensuring the future sustainability of infrastructure and the 
-municipality's revenue base. Within the framework, the need for asset renews- was 
considered a priority and hence the capital programme was determined based on renewa o 
current assets versus new asset construction. 


Further, continued improvements in technology generally allows many assets to be renewed 
at a lesser ‘real’ cost than the original construction cost. Therefore, it is considered pru en 
to allow for a slightly lesser continual level of annual renewal than the average annua 
depreciation. The Asset Management Policy is therefore considered a strategic gui e in 
ensuring a sustainable approach to asset renewal, repairs and maintenance and is ut. ise 
as a guide to the selection and prioritisation of individual capital projects. In addition e 
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policy prescribes the accounting and administrative policies and procedures relating to 
property, plant and equipment (fixed assets). 

2.4.3 Supply Chain Management Policy 

The Supply Chain Management Policy previously adopted was left unchanged. 

2.4.4 Virement Policy 


The Virement Policy aims to empower senior managers with an efficient financial and 
budgetary amendment and control system to ensure optimum service delivery within the 
legislative framework of the MFMA and the municipality’s system of delegations. The 
Virement Policy was reviewed and replaced with a new Virement Policy approved by Council 
on 27 February 2013 when the 2012/13 adjustments budget was considered by Council. 

2.4.5 Cash Management and Investment Policy 

The Cash Management and Investment Policy were left unchanged. 

2.4.6 Tariff Policy 

The municipality’s tariff policies provide a broad framework within which the Council can 
determine fair, transparent and affordable charges that also promote sustainable service 
delivery. The new Tariff Policy will come into effect as from 1 July 2013 when Council 
consider the 2013/18 MTREF and budget related policies on 24 May 2013. 


All the above policies are available on the municipality’s website, as well as the-following 
budget related policies: 

° Property Rates Policy; 

° Funding and Reserves Policy; 

° Borrowing Policy; 

0 Budget Policy; 

J Accounting Policy; and 

Subsistence and Travel Policy 
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2.5 Overview of budget assumptions 


2.5.1 External factors 

The forecasted CPIX is estimated at 5.6% for the 2013/14 financial year and 54% for the 
2014/15 and 2015/16 financial years. For municipalities to be sustainability their "9 
should not increase more than the CPIX over the 2013/18 MTREF. 

factors that need to be taken into consideration that will affect increases above the eshmate 
CPIX. 

Owing to the economic slowdown, financial resources are limited due to reduced pay 

ieveis by consumers. This has resulted in declining cash inflows, whic ■«"£££ 
restrained expire ;;.o ensure M cash outflows remain withm the affordability 

parameters of the municipality’s finances. 


2.5.2 


General inflation outlook and its impact on the municipal activities 


There are five key factors that have been taken into consideration in the compilation 

2013/18 MTREF: 

e National Government macro-economic targets; 

. The general inflationary outlook and the impact on the residents and businesses, 
o The impact of municipal cost drivers; 

. The increase in prices for bulk electricity and water and 

. The increase in ft. cost of remuneration. Employee related costs compose 

. th nod oh 4 hudqet and therefore the cost-of living 
total ooeratina expenditure in the 2Uic5 iw Duuyei 

increase of 6.85% which is above inflation places a disproportionate upwar P ressur 
o7rhe expenditure budget. The W agreement SALGBC agreed upon between 
employers and municipal workers unions as well as the categonsa ion 
evaluation wage curves collective agreement signed on 21 April 2010 mus 

2.5.3 Credit rating outlook 

Table 34 Credit rating outlook 

Credit Ratings of Drakenstein Municipality has been stable to A3.za 
capacity to repay long term liabilities and fulfil short term obligatrons (liqurdrty). D 


q.Jvt .'Mirr J/EgS?: 


Page 99 


24 May 2013 


Drakenstein Municipality 

credit rating was withdrawn by Moody’s due to the fact that we do not make use of them 
anymore. 


The Municipality has a stable financial position, which underpins the credibility and 
sustainability of the municipality. Good financial and budgetary control which is the results of 
good and sound financial management. Drakenstein has a comfortable liquidity position 
which enables the municipality to meets its long and short term obligations, which is the 

major backbone of an entity. The interest rates Drakenstein obtain from borrowing 
institutions are incredible good. 

2.5.4 Interest rates for borrowing and investment of funds 

The MFMA specifies that borrowing can only be utilised to fund capital or refinancing of 
mowing in certain conditions. The municipality engages in a number of financing 
arrangements to minimise its interest rate costs and risk. 

2.S.S Collection rate for revenue services 

The base assumption is that tariff and rating increases will increase at a rate slightly higher 
that CPI over the long term. It is also assumed that current economic conditions, and 
relatively controlled inflationary conditions, will continue for the forecasted term. 

The rate of revenue collection is currently expressed as a percentage of annual billings. 

Cash flow and revenue collections over the last two financial years are just over 96% of 

billings, plus an increased collection of arrear debt from the revised collection and credit 

control policy. We trust that we will improve this to more than 97% over the 2013/18 
MTREF. 

2.5.6 Growth or decline in tax base of the municipality 

Debtor’s revenue is assumed to increase at a rate that is influenced by the consumer 
debtor’s collection rate, tariff /rate pricing, real growth rate of Drakenstein, household 
formation growth rate and the poor household change rate. A conservative 0% increase was 
applied as property rates and service growth for the 2013/18 MTREF due to the many 
uncertain factors in the local and global economy. 
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Household formation is the key factor in measuring municipal revenue and expen .ure 
growth, as servicing -households’ is a greater municipal sendee factor than seeing 

individuals. Household formation rates are assumed to convert to household we 9 _ 

addiflon the change in the number of poor households influences the net ^enue beneflt 
derived from household formation growth, as it assumes that the same cos ( 

servicing the household exist, but that no consumer revenue is derived as e 
household 1 limits consumption to the level of free basic services. 


2.S.T Salary increases 

The collective agreement regarding salaries / wages came into operation on 1 July 200 
shall remain in force until 30 June 2014. Unions will once again bargain for salary mciem 

for the next two to three years. 

2.5.8 Impact of national, provincial and local policies 

Integration of service delivery between national, provincial and local government is critic 
ensure focussed service delivery and in this regard various measures were mipemen e 
align our IDP, provincial and national strategies around priority spatial interventions, 
regard, the following national priorities form the basis of all integration initiatives. 

° Creating jobs; 

° Enhancing education and skill development; 

a Improving Health services; 

o Rural development and agriculture; and 

- Fighting crime and corruption. 

To achieve these priorities integration mechanisms are in place to-ensure integrated 
planning and execution of various development programs. The focus will be t g 
the link between policy priorities and expenditure thereby ensuring the achievement of 
national, provincial and local objectives. 

The local government equitable share allocations supplement municipalities' own revenue 
sources for the provision of basic sen/ices to the poor. The annual DORA publishes the 
equitable share allocations and, for the three year MTREF period. 
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2.5.9 Ability of the municipality to spend and deliver on the programmes 


It is estimated that a spending rate of at least 97% is achieved on operating expenditure and 
95% on the capital programme for the 2013/18 MTREF of which performance has been 
factored into the cash flow budget. 

2.6 Overview of budget funding 

2.6.1 Medium-term outlook: operating revenue 


The following table is a breakdown of the operating revenue over the medium-term: 


Table 35: Breakdown of the operating revenue over the medium-term 
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The following graph is a breakdown of the operational revenue per main category for the 
2012/13 financial year. 



Figure 7 Breakdown of operating revenue over the 2012/13 MTREF 
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Tariff setting plays a major role in ensuring desired levels of revenue. Getting tariffs ng 
assists in the compilation of a credible and funded budget. The municipality derives most of 
its operational revenue from the provision of goods and services such as water, electricity 
sanitation and solid waste removal. Revenue from property rates, operating and caprta 
grants from organs of state and other minor charges (such as building plan fees, licenses 

and permits etcetera). 

The revenue strategy is a function of key components such as. 

• Growth and economic development; 

> Revenue management and enhancement, 

• Achievement of a 97 per cent annual collection rate for consumer revenue, 

• National Treasury guidelines; 

» Electricity tariff increases within the National Electricity Regulator of South 
(NERSA) approval; 

• Achievement of full cost recovery of specific user charges, 

. Determining tariff escalation rate by establishing / calculating revenue requirements; 

. The Property Rates Policy in terms of the Municipal Property Rates Act. 2004 (Act 6 of 

2004) (MPRA), and 

• The ability to extend new services and obtain cost recovery levels. 

The above principles guide the annual increase in the tariffs charged to the consumers 
the ratepayers aligned to the economic forecasts. 


The proposed tariff increases for the 2013/18 MTREF on the different revenue categories 
are as set out in Table 36 below. 


Table 36 Pronosed tariff increases over the medium-term 
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Revenue to be generated from property rates is R 191 million in the 2013/14 financial year 
which represents 13.8% of the operating revenue base of the municipality. It remains 
relatively constant over the 2013/18 MTREF. 


Services charges relating to electricity, water, sanitation and refuse removal constitutes the 
biggest component of the revenue basket of the municipality totalling R 940 million for the 
2013/14 financial. It represents 67.7% of the total revenue base for the 2013/14 budget. 

Operational grants and subsidies amount to R 187 million for 2013/14 and contribute 13.5% 
of the total operating revenue for the financial year. This percentage can vary dramatically 
from year to year depending on the grant allocations for the building of houses for the poor. 

Investment revenue contributes marginally to the revenue base of the municipality with a 
budget allocation of R 6 million or 0.4% of the total revenue of 2013/14. 


The tables beiow provide detail investment information and investment particulars by 
maturity. 


Table 37 MBRR SA15 - Detail Investment Information 
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Table 38 MBRR SA16 - Investment particulars by maturity 
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For the medium-term, the funding strategy has been informed directly by ensuring financial 
sustainability and continuity. The 2013/18 MTREF therefore provides for a budgeted surplus 
of R 8.7 million, R 10.4 million, R 15.2 million, R 24.2 million and R 27.7 million over the next 
five financial years. This cash surplus is intended to partly fund capital expenditure from own 
sources as well as ensure adequate cash backing of reserves and funds. 


2.6.2 Medium-term outlook: capital revenue 


The following table is a breakdown of the funding composition of the 2012/13 medium-term 
capital programme: 


Table 39 Sources of capital revenue over the MTREF 
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The above table is graphically represented as follows for the 2012/13 financial year. 



Figure 8 Sources of capital revenue for the 2012/13 financial year 


Capital grants and receipts equate to 31.3% of the capital budget funding sources, external 
borrowings 64.0% and own operating surpluses a mere 4.7%. 
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The following table is a detailed analysis of the municipality’s borrowing liability. 
Table 40 MBRR Table SA 17 • Detail of borrowings 
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The following graph illustrates the growth in outstanding borrowing for the 2009/10 to 
2017/18 period. 

External Borrowings 
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Figure 9 Growth in outstanding borrowing (long-term liabilities) 


Internally generated funds consist of a mixture between surpluses generated on the 
operating statement of financial performance and cash backed reserves. In determining the 
credibility of this funding source it becomes necessary to review the cash flow budget as well 
as the cash backed reserves and accumulated funds reconciliation, as discussed in 
paragraph 2.6.4 below. 
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Government grant contributions to the capital budget are set out in Table 41 below. 

Table 41 MBRR Table SA 18 - Capital transfers and grant receipts 
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2.6.3 Cash Flow Management 

Cash flow management and forecasting is a critical step in determining if the budget is 
funded over the medium-term. The table below is consistent with international standards of 
good financial management practice and also improves understand ability for councillors and 
management. Some specific features include: 

• Clear separation of receipts and payments within each cash flow category; 

• Clear separation of capital and operating receipts from government, which also 
enables cash from ‘Ratepayers and other 1 to be provide for as cash inflow based on 
actual performance. In other words the actual collection rate of billed revenue., and 

« Separation of borrowing and loan repayments (no set-off), to assist with IViFiVIA 
compliance assessment regarding the use of long term borrowing (debt). 
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T able 42 MBRR Table A7 ■ Budget cash flow statement 
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The audit report of the Auditor-General stated that the financial statements presented fairly, 
in all material respects, the financial position of Drakenstein Municipality as at 30 June 2012, 
and its financial performance, cash flows and comparisons of the budgets and actual 
amounts for the year then ended in accordance with SA Standards of GRAP and in the 
manner required by the MFMA and DoRA. 


The audited cash flow statement as at 30 June 2012 indicates a closing cash & cash 
equivalents balance of R 70.4 million. 


For the 2013/18 MTREF the budget has been prepared to ensure high levels of cash and 
cash equivalents over the medium-term with cash levels anticipated to exceed R 107 million 
by the end of 2013/14 and steadily increasing to R 109 million by the end of 2017/18. 
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2.6.4 Cash Backed Reserves/Accumulated Surplus Reconciliation 

This following table meets the requirements of MFMA Circular 42 which deals with the 
funding of a municipal budget in accordance with sections 18 and 19 of the MFMA. The 
table seeks to answer three key questions regarding the use and availability of cash: 

• What are the predicted cash and investments that are available at the end of the 
budget year? 

• How are those funds used? 

• What is the net funds available or funding shortfall? 


A surplus would indicate the cash-backed accumulated surplus that was / is available. A 
shortfall (applications > cash and investments) is indicative of non-compliance with 
section 18 of the MFMA requirement that the municipality’s budget must be 'funded’. Non- 
compliance with section 18 is assumed because a shortfall would indirectly indicate that the 
annual budget is not appropriately funded (budgeted spending is greater than funds 
available or to be collected). It is also important to analyse trends to understand the 
consequences, e.g. the budget year might indicate a small surplus situation, which in itself is 
an appropriate outcome, but if in prior years there were much larger surpluses then this 
negative trend may be a concern that requires closer examination. 


Table 43 MBRR Table A8 ■ Cash backed reserves/accumulated surplus reconciliation 
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From the above table it can be seen that the cash and investments available total an 
estimated R 129 million in the 2013/14 financial year and progressively increase to R 157 
million by 2017/18, including the projected cash and cash equivalents as determined in the 
cash flow forecast. The following is a breakdown of the application of this funding. 
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8 Unspent conditional transfers (grants) are automatically assumed to be an obligation 
as the municipality has received government transfers in advance of meeting the 
conditions. Ordinarily, unless there are special circumstances, the municipality is 
obligated to return unspent conditional grant funds to the national revenue fund at the 
end of the financial year. In the past these have been allowed to ‘roll-over’ if and when 
all conditional grants were not spent, but this practice has been discontinued. During 
the 201 1/12 financial year the municipality spent all their conditional grant expenditure 
for capital projects and we foresee the same for the 2012/13 financial year. 

° There is unspent borrowing from the previous financial years. In terms of the 
municipality's Borrowing and Investments Policy, borrowings are only drawn down 
once the expenditure has been incurred against the particular project. Unspent 
borrowing is ring-fenced and reconciled on a monthly basis to ensure no unnecessary 
liabilities are incurred. 

- Provisions for statutory requirements include VAT owing to timing differences resulting 
from year- end obligations. 

8 The main purpose of other working capital is to ensure that sufficient funds are 
available to meet obligations as they fall due. A key challenge is often the mismatch 
between the timing of receipts of funds from debtors and payments due to employees 
and creditors. High levels of debtor non-payment and receipt delays will have a 
greater requirement for working capital, as was experienced by the municipality in 
2011/12 resulting in cash flow challenges. This was not a problem during 2012/13. 
For the purpose of the cash backed reserves and accumulated surplus reconciliation a 
provision equivalent to one month’s operational expenditure has been provided for. It 
needs to be noted that although this can be considered prudent, the desired cash 
levels should be 60 days to ensure continued liquidity of the municipality. Any 
underperformance in relation to collections could place upward pressure on the ability 
of the municipality to meet its creditor obligations. 

° Other provisions this liability is informed by, amongst others, the supplementary 
pension liability. 

° Most reserve fund cash-backing is discretionary in nature, but the reserve funds are 
not available to support a budget unless they are cash-backed. The reserve funds like 
the Housing Development Fund are not fully cash-backed. The level of cash-backing 
is directly informed by the municipality’s cash backing policy. These include the 
rehabilitation of landfill sites. 

It can be concluded that the Municipality will have a surplus against the cash backed and 

accumulated surpluses reconciliation over the 2013/18 MTREF. From a pure cash flow 
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perspective (cash out flow versus cash inflow) the budget is funded and is therefore credible. 
The challenge for the municipality will be to ensure that the underlying planning and cash 
flow assumptions are meticulously managed, especially the performance against the 

collection rate. 


The following graph supplies an analysis of the trends relating cash and cash equivalents 
and the cash backed reserves / accumulated funds reconciliation over a nine year 
perspective. It is clear from the table below that there is an expected turn that will take place 
in 2013/14 and that cash flow will stabilise over the 2013/14 MTREF. 
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Figure 10 Cash and cash equivalents / Cash backed reserves and accumulated funds 


2.6.5 Funding compliance measurement 

National Treasury requires that the municipality assess its financial sustainability against 
fourteen different measures that look at various aspects of the financial health of the 
municipality. These measures are contained in the following table. All the information 
comes directly from the annual budgeted statements of financial performance, financial 
position and cash flows. The funding compliance measurement table essentially measures 
the degree to which the proposed budget complies with the funding requirements of the 
MFMA. Each of the measures is discussed below. 
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Table 44 MBRR SA10 - Funding compliance measurement 
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2. 6.5 . 1 Cash/cash equivalent position 

The municipality s forecast cash position was discussed as part of the budgeted cash flow 
statement. A ‘positive’ cash position, for each year of the 2013/18 MTREF would generally 
be a minimum requirement, subject to the planned application of these funds such as cash- 
backing of reserves and working capital requirements. 

If the municipality’s forecast cash position is negative, for any year of the medium term 
budget, the budget is very unlikely to meet MFMA requirements or to be sustainable and 
could indicate a risk of non-compliance with section 45 of the MFMA which deals with the 
repayment of short term debt at the end of the financial year. The forecasted cash and cash 
equivalents for the 2013/18 MTREF shows a positive cash position of R 107 million, R 106 
million, R 106 million, R 110 million and R 109 million each respective financial year. 

2.6.S.2 Cash plus investments less application of funds 

The purpose of this measure is to understand how the municipality has applied the available 
cash and investments as identified in the budgeted cash flow statement. The detail 
reconciliation of the cash backed reserves / surpluses are contained in Table 25, on 
page 62. The reconciliation is intended to be a relatively simple methodology for 
understanding the budgeted amount of cash and investments available with any planned or 
required applications to be made. This has been extensively discussed above. 
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2. 6.5.3 Monthly average payments covered by cash or cash equivalents 

The purpose of this measure is to understand the level of financial risk should the 
municipality be under stress from a collection and cash in-flow perspective. Regardless of 
the annual cash position an evaluation should be made of the ability of the municipality to 
meet monthly payments as and when they fall due. It is especially important to consider the 
position should the municipality be faced with an unexpected disaster that threatens revenue 
collection such as rate boycotts. Notably, the ratio has been decreasing for the period 
2009/10 to 2011/12. As part of the 2013/18 MTREF the Municipality’s improving cash 
position causes the ratio to move slightly upwards. 

2. 6.5.4 Surplus / deficit excluding depreciation offsets 

The main purpose of this measure is to understand if the revenue levels are sufficient to 
conclude that the community is making a sufficient contribution for the municipal resources 
consumed each year. An ‘adjusted’ surplus / deficit is achieved by off-setting the amount of 
depreciation related to externally funded assets. Municipalities need to assess the result of 
this calculation taking into consideration its own circumstances and levels of backlogs. If the 
outcome is a deficit, it may indicate that rates and service charges are insufficient to ensure 
that the community is making a sufficient contribution toward the economic benefits they are 
consuming over the medium term. For the 2013/18 MTREF the indicative outcome is a 
deficit for 2013/14 and 2014/15 and then the position improves to a surplus for the 2015/16 
to 2017/18 outer years. The deficit is due to off-setting depreciation not funded with tariffs 
and charges. 

It needs to be noted that a surplus does not necessarily mean that the budget is funded from 
a cash flow perspective since grants utilised for capital projects is included in the surplus and 
distorts the picture. Therefore, the first two measures in the table are critical. 

2.6.S.5 Property rates / service charge revenue as a percentage increase less macro 
inflation target 

The purpose of this measure is to understand whether the municipality is contributing 
appropriately to the achievement of national inflation targets. This measure is based on the 
increase in ‘revenue’, which will include both the change in the tariff as well as any 


24 May 2013 


r.tr^rtT ~m-- 


Page 113 


Drakenstein Municipality 

assumption about real growth such as new property development, services consumption 
growth etc. 

The factor is calculated by deducting the maximum macro-economic inflation target 
increase. The result is intended to be an approximation of the real increase in revenue. 
From the table above it can be seen that the percentages over the 2013/18 MTREF is 
marginally above the macro-economic inflation target ranging from 2.1% in 2013/14 to 1.5% 
in 2017/18. This is due to the higher cost-of-living salary increases and bulk purchases from 
Eskom and from the City of Cape Town that is above the macro-economic inflation target. 

2.B.5.6 Cash receipts as a percentage of ratepayer and other revenue 

This factor is a macro measure of the rate at which funds are ‘collected’. This measure is 
intended to analyse the underlying assumed collection rate for the MTREF to determine the 
relevance and credibility of the budget assumptions contained in the budget. It can be seen 
that the outcome is at 96.0%, 96.2% and 95.0% for each of the previous financial years. For 
the 2012/13 financial year we estimate a 97.5% collection rate excluding any write-offs. 
Given that the assumed collection rate was based on a 97.2% performance target for 
2013/14, the cash flow statement has been conservatively determined. 

2.6.S.7 Debt impairment expense as a percentage of billable revenue 

This factor measures whether the provision for debt impairment is being adequately funded 
and is based on the underlying assumption that the provision for debt impairment (doubtful 
and bad debts) has to be increased to offset under-collection of billed revenues. The 
provision has been appropriated at 2.8%, 2.3%, 2.2%, 2.2% and 2.1% over the 2013/18 
MTREF. Considering the special writing-off incentives of the Writing-Off of Irrecoverable 
Debt Policy and the municipality’s revenue management strategic objective to collect 
outstanding debtors of 90 days, the provision is well within the accepted leading practice. 

2.S.5.8 Capital payments percentage of capital expenditure 

The purpose of this measure is to determine whether the timing of payments has been taken 
into consideration when forecasting the cash position. It can be recorded that Drakenstein 
Municipality did not default on any capital principle repayments and endeavour to keep a 
clean record in this regard. 
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2.6.5.9 Borrowing as a percentage of capital expenditure (excluding transfers » grants 
and contributions) 

The purpose of this measurement is to determine the proportion of a municipality s own 
funded’ capital expenditure budget that is being funded from borrowed funds to confirm 
MFMA compliance. Externally funded expenditure (by transfers / grants and contributions) 
has been excluded. It can be seen that borrowing equates to 93.2%, 92.9%, 90.7 %, 87.7% 
and 87.0% over the 2013/18 MTREF. Building operating surpluses is a slow process and 
will take some time to turn around if we do not want to over-burden the already punch 
drunken customers. 

2.6.5.10 Transfers /grants revenue as a percentage of Government transfers/grants 

available 


The purpose of this measurement is mainly to ensure that all available transfers from 
national and provincial government have been budgeted for. A percentage less than 100% 
could indicate that not all grants as contained in the Division of Revenue Act (DoRA) have 
been budgeted for. The municipality has budgeted for all transfers. 

2.6.5.11 Consumer debtors change (Current and Non-current) 


The purpose of these measures is to ascertain whether budgeted reductions in outstanding 
debtors are realistic. There are 2 measures shown for this factor; the change in current 
debtors and the change in long term receivables, both from the Budgeted Financial Posi i 
Both measures show a deficit trend in line with the municipality’s policy of settling debtor s 
accounts within 30 days. 

2.6.5.12 Repairs and maintenance expenditure level 

This measure must be considered important within the context of the funding measures 
criteria because a trend that indicates insufficient funds are being committed to asset repair 
could also indicate that the overall budget is not credible and / or sustainable in the medium 
to long term because the revenue budget is not being protected. The picture portrayed is not 
100% correct since salary costs, vehicle costs and contracted services are not included in 
the repair and maintenance costs. This will be corrected in the next two years when the 
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Municipality will re-design their General Ledger and Standard Chart of Accounts compliant 
with the envisaged SCOA Regulation to be published by National Treasury. 

2.6.5.13 Asset renewal/rehabilitation expenditure level 

This measure has a similar objective to aforementioned objective relating to repairs and 
maintenance. A requirement of the detailed capital budget (since MFMA Circular 28 which 
was issued in December 2005) is to categorise each capital project as a new asset or a 
renewal / rehabilitation project. The objective is to summarise and understand the proportion 
of budgets being provided for new assets and also asset sustainability. A declining or low 
level of renewal funding may indicate that a budget is not credible and / or sustainable and 
future revenue is not being protected, similar to the justification for ‘repairs and maintenance’ 
budgets. 

2.6.6 Expenditure on grants and reconciliations of unspent funds 

The following two tables portray the picture of expenditure on transfers and grant 
programmes (Table 45 MBBR SA19); and, a reconciliation between transfers, grants 
receipts and unspent funds (Table 46 MBRR SA20). 


24 May 2013 


■ f i it ffi - 


Page 1X6 


Drakenstein Municipality 


Table 45 MBRRSA19 
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Table 46 MBRR SA 20 • Reconciliation between of transfers, grant receipts and unspent funds 
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2.6.7 Councillor and employee benefits 

The next three tables provide information on firstly a summary of councillor and staff benefits 
(Table 47 MBRR SA22); then the salaries, allowances and benefits of the politicians and 
senior management (Table 48 MBRRSA23); and, lastly a summary of personnel numbers 
(Table 49 MBRR SA24). 


Table 47 MBRR SA22 ■ Summary of councillor and staff benefits 
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Table 48 MBRR SA23 - Salaries, allowances and benefits 
(Political office bearers/councillors/ senior managers) 
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- 
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- 

- 
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List of each officat with packages senior manager 

- 

- 

- 

- 

~ 
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loUi Senior Managers nti Ih t tfcJnltipality 

6 
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26? 865 

621 893 
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TOTAL CHiTOF COUNiCJLLlsI, DIRECTOR and EX ECUTiiffi REMUNERATION 
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Table 49 MBRR SA24 - Summary of personnel numbers 
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Water 
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7 
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1 

72 
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1 

1 

AH 
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3 

2 

1 

4 

1 
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2713 

FD/0 

If 
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S3 

0 

4 

3 

« 

3 

7 
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i 
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4 

1 

2 
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02 

U1 

W 

5 

1 

1 

1 
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1 

71 

1? 

4D 

TOTAL PERSONNEL NUMBERS 

2 204 

1784 

ID! 

2 204 

1 784 

208 

1654 

1783 

20B 

■■'i. tincr-ra^q 




- 

* 

~ 

a 4% 

lams 

11 0^ 

Total municipal employees headcount 

Finance personnel headcount 

Human Resources personnel headcount 
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3d 

m 

n 

ii 

5 

m 

2D 

145 

22 

11 

91 

3U1 

17 

(41 

72 

11 

R 


2.6.8 Monthly targets for revenue, expenditure and cash flow 


The following six tables portray the revenue and expenditure cash flow projections for 
operating revenue and expenditure and capital expenditure. 
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2.7 Annual budgets and SDBIPs - internal departments 


2.7.1 Vote 1 : Office of the Municipal Manager 

The Office of the Municipal Manager exists to ensure that municipal services are 

administered in accordance with the objectives of local government as prescribed in 

Chapter 7 of The Constitution of South Africa. The main functions are - 

• Provide an independent appraisal of the adequacy and effectiveness of financial controls, 

• Develop and coordinate the I DP and PMS processes; 

• Provide office management services to the Municipal Manager; 

• Evaluate and contribute to the improvement of governance management processes; 

• Manage financial services in order to ensure financial viability, compliance and reporting; 

• Provide corporate services to the institution to ensure efficient support or organisational 
processes; , 

• Provide and manage planning, economic development and environmental management 
services; 

• Render integrated community services to enhance community development in general 
and promote a clean and safe environment; and 

• Maximise infrastructure development and service delivery to all communities of 
Drakenstein. 
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2.7.2 Vote 2: Directorate Financial Services 

The Directorate Financial Services exists to manage financial services in order to ensure 

financial viability, compliance and reporting. The main functions are - 

• Manage and control the implementation of budget policies, systems and procedures and 
financial statement processes to ensure legislative compliance and sound management 
practices; 

• Implement and maintain revenue and credit control policies and procedures to ensure 
sound revenue management practices and compliance; 

• Ensure the recording, authorisation and proper execution of expenditure systems, 
procedures and transactions; 

• Manage supply chain management services to ensure proper systems, procedures and 
control for demand, acquisition, logistics, assets and disposal management; and 

• Provide office management services to the Chief Financial Officer. \ '• 

Table 57: Directorate Financial Services Operating Revenue by Source and Expenditure by Type 
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2.7.3 Vote 3: Directorate Corporate Services 

The Directorate Corporate Services exists to provide corporate services to the institution to 

ensure efficient support of organisational processes. The main functions are - 

• Provide legal and administrative support services to the institution to facilitate proficient 
administrative practices and procedures; 

• Render human resources management and support services to the municipality that will 
sustain the optimum utilisation of the municipality’s human capital; 

• Provide effective and efficient information and communication technology services; 

• Provide comprehensive communication and intergovernmental relations services; 

• Coordinate and provide functional and administrative support to the political office 
bearers; and 

• Provide office management services to the Executive Manager. 
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2.7.4 Vote 4: Directorate Planning and Economic Development 

The Directorate Planning and Economic Development exists to provide and manage 

planning, economic development and environmental services. The main functions are — 

• Manage the rendering of spatial and land use planning, surveying, valuations and building 
control services; 

* Plan, develop and implement a coherent and integrated framework for local economic 
development and tourism; 

* Ensure implementation of environmental management plans, policies and procedures 
and ensure compliance in accordance with applicable legislation; and 

• Render management and line function administrative support services. 


Table 59: Directorate Planning and Economic Development Operating Revenue by Source and Expenditure by Type 
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2.7.5 Vote 5: Directorate Community Services 

The Directorate Community Services exists to render integrated community services to 

enhance community development in genera! and promote a clean and safe environment. 

The main functions are - 

• Manage the provisioning and maintenance / operation of parks, sport facilities, 
cemeteries and solid waste management services; 

• Manage the rendering of protection services to ensure the safety of the community; 

• Provide human settlements administration and support services to address the housing 
needs in the area; 

• Provide and manage the rendering of community development, library and information 
services; and 

• Render management and line function administrative support services. 


Table 60: Directorate Community Services Operating Revenue by Source and Expenditure by Type 
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2.7.6 Vote 6: Directorate Infrastructure Services 


The Directorate Infrastructure Services exists to maximise infrastructure development and 
service delivery to all communities of Drakenstein. The main functions are — 
o Ensure the rendering of sustainable and affordable civil engineering (water, sewerage, 
streets, storm water and traffic engineering) services to the community in accordance with 
laid down service delivery levels, standards and legislative requirements, 

« Ensure the rendering of sustainable and affordable electricity to the community in 
accordance with laid down service delivery levels, standards and legislative requirements, 

• Provide fleet management, building management, technical support and project/ 
programme management services; and 

• Render management and line function administrative support services to the Executive 


Manager. 

Table 61: Vote 6: Directorate 


Infrastructure Services Operating Revenue by Source and Expenditu re by Type 
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2.8 Contracts having future budgetary implications 

In terms of the municipality’s Supply Chain Management Policy, no contracts are awarded 
beyond the medium-term revenue and expenditure framework of three years. In ensuring 
adherence to this contractual time frame limitation, all reports submitted to either the Bid 
Evaluation and Adjudication Committees must obtain formal financial comments from the 
Financial Management Division of the Treasury Department. 


2.9 Capital expenditure details 

The following three tables present details of the municipal’s capital expenditure programme, 
firstly on new assets, then the renewal of assets and finally on the repair and maintenance of 
assets. 


Table 63 MBRR SA 34a - Capital expenditure on new assets by asset class 


WCQ23 Drakenstein - Supporting Table SA34a Capital expenditure on new assets by asset class 
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Table 64 MBRR SA34b - Capital expenditure on the renewal of existing assets by asset class 
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Table 65 MBRR SA 34c - Repairs and maintenance expenditure by asset class 


WC023 Drakenstein - Supporting Table $A34c Repairs and maintenance expenditure by asset class 
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jfilLT 
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39 «4 
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R 171 
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12 CTV 


34699 
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Infrastructure - Road transport 

u jut 

Mff 

IhF l 

il 17? 

imn 

11171 

tin* 

77, It 

14163 

14860 

14860 

14860 
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■iiih 

N44 

I1U 

Ildtf 

■J EH3 

am 

rrmj. 

IliK 

12223 

12 835 

12835 

12 835 

Sfcwn water 

I'Sta 

tm 

nit 


ilia 

1751 

i|i 


1929 

2 026 
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2 026 

fnfrasfruclure-Electicily 

IN Hl 
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13 3d 

7 SB 

/W 

W 

F ItW. 

£302 
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Generation 
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l m 
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HW 

1 1U 

Iffil 
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Transmission £ Reticulation 


m 

tin 

iNtr 

inn 
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IHO 
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3 573 

ktfasfrucfure - Water 

1 Jkl 
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dm 
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HU 
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•in 

19 

Ml 

isn 

|3Sfl 

lid 

SI 

1,-rt 

985 

1034 

1034 

1034 

Wder purification 

0 

113 

4*1 


rat 

tit 

Ef 

l % 

548 

576 

576 

576 

Refutation 

tin 

JRD 

nfli 


JJUI 

rtf 

IE# 

ms 

5 247 

5 509 

5509 

5509 

Infrashictore-Sanilalinn 

m 

a'ijfl 

iW 


sm 

1IH 

*U 

li,71 

2997 

3147 

3147 

3147 

Reticulation 

HU 

EJ5I 

HU 

l IEI 

l«3* 

1B7i 

T?H 

1,41 

1790 

1880 

I860 

1080 

Sewerage pirrifrcatm 

aori 

ni 

Iftin 

IW 

1 111 

till 

Mil 

iLIM 

1207 

1267 

1267 

1267 

In^astucture - Other 

1 tit 

f 

,ixr 

7Li 

711 

7* 

w 

15% 

238 

250 

250 

250 

Waste Management 

IL 

t 

* 

tm 

If* 

HH 

Hi 

oiii 

120 

126 

126 

126 

Other 

1 till 


1 u 

m 

10 

rat 

111 

SC71 

116 

124 

124 

124 

Eijjimuntiy 

11 BW : 

IW 

i Ml 

5 763 

6.12V 

6120 

A 471 

m 

hT>1 

5 0.2 

5012 

5 612 

Parks £ gardens 

HI 

in 

1U 

Ur 

iW 

its 

u 

131 

171 

180 

180 

180 

Spoftsfiakls £ stadia 

tw 

3S1 

SI7r 

im 

MU 


im 

m 

3 631 

3 812 

3612 

3 812 

Swimming pods 

u 

in 

fll 

m 

in 

MH 

m 

a 2 % 

128 

134 

134 

134 

Recreational facilifes 

fl' 

V 

JU 

Di 

jli 

»l 

sf, 

b % 

134 

141 

141 

141 

Fse, safety £ emergency 

fit 

DM 

INI 


d 

i=ll 

171 

a.)'i 

202 

212 

212 

212 

Security and policing 

til 

a 

77ft 

KiT 

m 

Iff 

bit 


252 

265 

265 

265 

Cemeteries 

H 

H 

* 

A 

n 

11 


n.^ 

43 

45 

45 

45 

Social rental housing 

i n\ 

Ltd 

m 

i r*r 

r sf 

III# 

« 

111 % 

213 

224 

224 

224 

H>nll#fli' imn 

_ 

_ 

_ 

_ 

- 

■* 

- 

am 


- 

■ 

- 

lnahiilril-1 pnpirHh 


- 

. 


- 

> 

- 

LIU , 

- 


- 

- 

Gfllir Iklib. 

II MJ 

Il Hr 

imv 

fl I9t 

QJIft 

IMI 

IIEK 

£M 

U3SJ 

1b 122 

liO 

is m 

General vehicles 

ri»| 

e fra 


itfJ 

hilt 

i nf 

Her 

i?tni 

6742 

7079 

7 079 

7 079 

Plant £ equipment 

jsi 

3.311 

Till 

>tn 

ipsfi 

im 

13 

LIU 

3 506 

3682 

3 662 

36B2 

Computers - hardw are/equlpmenl 

m 


flil 

nd 

ill 

HI 

!» 

il!m 

191 

200 

200 

200 

Furniture and ether offce equipment 

in# 

177 f 

Mi 

1 pi: 

l iW 

1 dl 

tDU 

pmi 

1337 

1417 

1417 

1417 

Other 

JUl 

IBM 

IUJ 

im 

TlSF 

J 04 

rtw 

Lim 

2614 

2745 

2745 

2745 

AgrltuMaJ mawt* 

- 


. 

- 


- 

- 

pjj% 

- 

- 

fl 

6 

biobglnl uim 

- 

- 

- 

. 

- ; 

- 

- 

00% 


- 

ri 

0 

Intangible*, 

rat 

m 

T9t 

12§i 

hit 

1M7 

S3 

im 

m 

HI 

Md 


Computers - software £ programming 

m 

a£ 

rai 

1 fit 

mi 

lUffT 

iL' 

|_|% 

593 

618 

618 

618 

lob) Repair* and Mdntenmc Expenditure 

13 251 

n is 


*8397 

51 395 

51 395 

d i?t 

iPRiyiL 

fit' 737 

54 643 

54 

54 643 

RS.H asa%o!PPE 

1W 

Hit 

ITA 


1.4% 

1.4% 

l.di 


f.Wt 

f.« 

12% 

US 

R&Mas X Operating Expenditure 

i.Hi 

ti* 

1151 


m 

3,t% 

US 


Itf 

J.3K 

in 

MS 


24 May 20X3 


Page 136 


Drakenstein Municipality 


Table 66 MBRR SA35 - Future financial implications of the capital budget 


WC023 Drakenstein ■ Supporting Table SA35 Future financial implications of the capital budget 


WUUZ3 uraKensiem - ouppunmtj 

Vat* G«eriplfcui 

2U13H4 Medium TerroRi 
ExpvftdlHire FrairiR* 

■venue & 

ifork 

Force 

art* 

ft (Fi ub±dflll 

QMrlget Taar 

*1 ?d14M5 

Budge! Y*sr 

FpFveari 

ZOItfl? 

Farad si 

2017/18 

Capital expenditure 





21 424 

Vote 1 - OFFICE OF THE MUNICIPAL MANAGER 

i*ir» 

15 369 

16 718 

19 746 

Vote 2 - FINANCIAL SERVICES 


- 




Vote 3 - CORPORATE SERVICES 

:-47i 

4 700 

3 200 

3100 

4100 

Vote 4 - PLANNING AND ECONOMIC DEVELOPMENT 

i m 

4 200 

2 500 

3 200 

3 200 

Vote 5 - COMMUNITY SERVICES 

■SnRPi 

9 735 

14 333 

16189 

13 269 

Vote 6 - INFRASTRUCTURE SERVICES 

liiiffi 

171 138 

183 799 

196 531 

213 549 

iijiai Capital Expenditure 

iff 366 

205 14? 

220 549 

J38 76C 

255 541 

Future operational costs by vote 

Vote 1 - OFFICE OF THE MUNICIPAL MANAGER 


4 715 

5 867 

6 259 

8 202 

Vote 2 - FINANCIAL SERVICES 

if** 

32 631 

35 337 

37 327 

40 969 

Vote 3 - CORPORATE SERVICES 

. ritari 

76 293 

80 997 

85 126 

91 059 

Vote 4 - PLANNING AND ECONOMIC DEVELOPMENT 

jeans 

32 450 

33 615 

35 893 

40 359 

Vote 5 - COMMUNITY SERVICES 

june? 

364 537 

384 267 

403 889 

428 C97 

Vote 6 - INFRASTRUCTURE SERVICES 

i :ir L 

1 026 323 

1 097 288 

1 166 362 

1 246 174 

rots! fliturs operational costs 

i «£ m 

i 536 950 

1 637 372 

1734 856 

1 854859 

Future revenue by source 

Properly rates 


201 152 

212 416 

224 311 

236 873 

Properly rates - penalties & collection charges 

m 

846 

895 

946 

1 001 

Service charges - electricity revenue 

■tp W 

764 056 

819 840 

879 698 

943 927 

Service charges - water revenue 

nuang 

132194 

145 413 

158 501 

171 181 

Service charges - sanitation revenue 

41 iR.H 

tti ^ 

54 364 

62 519 

71 897 

82 681 

67 870 

72 624 

77 710 

83153 

Service charges - refuse revenue 

Rental of facilities and equipment 

21 341 

22 941 

24 662 

26 511 

Interest earned - external investments 


6 000 

6 000 

6 000 

6 000 

Interest earned - outstanding debtors 

diilli 

6 650 

7 352 

8138 

9 020 

Fines 

4 

5 455 

6 000 

6 600 

7 261 

Licences and permits 


13 019 

13 996 

15 045 

16174 

Transfers recognised - operational 

ictiT m 

193 586 

205 574 

217 109 

232 131 

Other revenue 

Gains on disposal of PPE 

7* J{iG 

23 597 

25 876 

28 341 

31 002 

ski 

250 

250 

250 

250 

Tots* future revenue 

1 389 932 

1 499 378 

1 601 697 

1 719 209 

1 847 164 

Nat Finanna; implication:? 

243 m 

251 114 

256 224 

264 *13 

263 23fe 
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Table 68 MBRR SA37 - Projects delayed from previous financial year 


WC023 Drakenstein ■ Supporting Table SA37 Projects delayed from previous financial year/s 

Miim'dp* VDih'njjiii*- qkh| h.j 


PTttS&OI 

largri turlu 
OHflrii 

CmPtfMfWiaU 

J0I3/M Median TfiuU FtlWUUlS 

4 riysrt 

rifjinsl 

Oudyfll 

1 K JY M r 

PnrrcKl 

YiU- 

:ais?u 

SuAfit VriU 

1 1 3014115 

iHiiiIijpI Year 

Mmi$ 


PrultUiiHttf 

Vi ir 






Parent municipality: 







04: Planning and Economic Development 

Replace Fencing: Arendsnes Pudding 

2012 

- 

Mil 

- 

- 

- 

03: Corporate Services 

Intangible Assets: Software and Licences 

2012 

- 

If 

- 

- 

- 

03: Corporate Services 

Buildings: Office Alterations Ail Floors 

2012 

- 

41 

- 

- 

- 

03: Corporate Services 

Buildings: Upgrading of Civic Centre (Electrical) 

2012 

- 

b! 

- 

- 

- 

03: Corporate Services 

Buildings: Aircondifioners 

2012 

- 

155. 

- 

- 

- 

03: Corporate Services 

General Equipment: Industrial Stove 

2012 


H 

- 

- 

- 

05: Community Services 

Buildings: Upgrading of Traffic Building 

2012 

- 

H 

- 

- 

- 

05: Community Services 

ICT Equipment: Security Access & Control (Fire Station) 

2012 

- 

1 

- 

- 


05: Community Services 

General Equipment: Medical 

2012 

- 

t 

- 

- 

- 

05: Community Services 

General Equipment: Disaster Management Support System 

2012 

- 

ft 

- 

- 

- 

05: Community Services 

Multi-Purpose Centre Paari East 

2012 

- 

It 

- 

- 

- 

05: Community Services 

Tools & Equipment: Assets & Skills Equipment 

2012 

- 

l 

- 

- 

- 

05; Community Services 

RCD Infrastructure (Saron) 

2012 

- 

4 

- 

- 

- 

05: Community Services 

Upgrade Community Squares (Drakenstein) 

2012 

- 

i 11 1 

- 

- 

- 

05: Community Services 

General Equipment: Community Squares 

2012 

- 

6 

- 

- 

- 

05; Community Services 

Upgrade Soup Kitchens 

2012 

- 

1) 

- 

- 

- 

05: Community Services 

Multi-Purpose Centre Paari East 

2012 

- 

K 

- 

- 

- 

05: Community Services 

Additions to Libraries (Paari Library) 

2012 

- 

(IT 

- 

- 

- 

05: Community Services 

Fairyfand Pavilion 

2012 

- 

tea 

- 

- 

- 

05: Community Services 

Pelikaan Park: Upgrade Faciiity 

2012 

- 

14? 

- 

- 

- 

04: Planning and Economic Development 

Buildings; Office Alterations: Weiiington Offices 

2012 

- 

t 

- 

- 

- 

05; Community Services 

Land Acquisition & Bulk Services 

2012 

- 

m 

- 

- 

- 

05; Community Services 

Minimum Basic Services for Emergency Housing 

2012 

- 

1 

- 

- 

- 

05; Community Services 

Office Equipment: Filing Cabinets 

2012 

- 

3 

- 

- 

- 

05: Community Services 

Buildings: Office Alterations (Additions) 

2012 

- 

1 

- 

- 

- 

05: Community Services 

Land Acquisition & Bulk Services 

2012 

- 

if 

- 

- 

- 

06: infrastructure Services 

Office Furniture & Equipment 

2012 

- 

4 

- 

- 

- 

06: Infrastructure Services 

Electrification Projects 

2012 

- 

MI 

- 

- 

- 

06: Infrastructure Services 

Network Extension:H/VAnd M/V (Backlogs) 

2012 

- 

IH 

- 

- 

- 

06 : J nfrastru et ure Servi ces J 

Network Upgrading : L/V 

2012 

- 

H14 

- 

- 

- 

06: infrastructure Services 1 

Network Extension: HA/ And M/V 

2012 

- 

H0 

- 

- 

- 

05: infrastructure Services i 

3pex 

2012 

- ( 

14 

- 

- 

- 

06: infrastructure Services \ 

fl/ef ling ton WWTW: Rehabilitation & Extent) on 

2012 

- 

E5 

- 

- 

- 

06: Infrastructure Services ( 

Seneral Equipment: Laboratory Equipment 

2012 

- 

ft 

- 

- 

- 

06: Infrastructure Services ^ 

/ehiclesfi Equipment: Replacements 

— 2012 


IW 


- 

- 


El 
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2.10 Legislation compliance status 


Compliance with the MFMA implementation requirements have been substantially adhered 
to through the following activities: 

2.10.1 In year reporting 

Reporting to National Treasury in electronic format was fully complied with on a monthly 
basis. Section 71 reporting to the Executive Mayor (within 10 working days) has 
progressively improved and includes monthly published financial performance on the 
Drakenstein’s website. 

2.10.2 Internship programme 

The municipality is participating in the Municipal Financial Management Internship 
programme and has employed six interns undergoing training in various divisions of the 
Financial Services Department. Of the six interns three has been appointed permanently 
outside the municipality from June 2011. The remaining three are going to complete their 
two year contract on 31 May 2012. Due to the restructuring of the organisational structure 
their internship contracts have been extended until placements has been completed. Since 
the introduction of the Internship programme the municipality has successfully employed and 
trained 12 interns through this programme and a majority of them were appointed either in 
the municipality or other Institutions. 

2.1 0.3 Budget: and T reasury Office 

The Budget and Treasury Office has been established in accordance with the MFMA. 

2.10.4 Audit Committee 

An Audit Committee has been established and is fully functional. 

2.10.5 Service Delivery and Implementation Plan 

The detail SDBIP document is at a draft stage and will be finalised after approval of the 
2013/18 MTREF on 24 May 2013 directly aligned and informed by the 2013/18 MTREF. 
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2.10.6 Annual Report 

Annual report is compiled in terms of the MFMA and National Treasury requirements. 

2.10.7 MFMA Training 

The MFMA training module in electronic format is presented at the personnel own PC and 
training is on-going. 

2.10.8 Policies 

An amendment of the Municipal Property Rates Regulations as published in Government 
Notice 363 of 27 March 2009 was announced in Government Gazette 33016 on 12 March 
201 0. The ratios as prescribed in the Regulations have been complied with. 
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2.11 Other supporting documents 


Table 69 MBRR Table SA1 - Supporting detail to budgeted financial performance 


WC023 Drakenstein ■ Support! 

m Table SA1 Supportinging detail to 'Budgeted Financial Performance 1 
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REVENUE ITEMS: 





■ : 



| 




Property rales 












Toh] Property Rales 

IMS 

11 P H R 

t Mill 

D J7HT 

:i JTlTf 

s raiw 

■ .‘J'-M 

255 OSf 

i 269 351 

) 284 434 

1 300 362 

less Revenue Foregone 

iW 

b 4UI 

1 41 SI 

fl 42 XL 

b UN 

|, tfflfi 

vi tv 
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1 6012! 
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Hit Property Pro a 

IUf7 

IMH3 

Ifil i'J] 
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1 130427 

100437 

kb m 

201 152 

212418 

224311 

236 873 

Service charges - electricity revenue 












Total Service charges - electricity revenue 


fi ESiJTi 

sn.» 
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] /cri ii] 

mtn 

7769S3 
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less Revenue Foregone 
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iin» 

T73 33) 
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Service charges - water revenue 












Total Seivlce changes - waler revenue 

*431 

3 H If 

ml Ml 
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1 IHJU 
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USl-l! 
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iess Revenue Foregone 

ifUT 
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f !&*r 

12 W 
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ie^P 
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Service charges ■ sanitation revenue 
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Total Service charges - sanitation revenue 

IMS 
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/ess Revenue Foregone 
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17 381 
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.'1511 

Mill 
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11 117 
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4r7H 

54 3E4 

62519 
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Service charges - refuse revenue 












Total refuse removal revenue 

++HU 

litfi 

d!af 
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S3fi 

am 

LJiJlIf 

67 870 

72 624 

77710 

83153 

Total landEII revenue 












less Revenue Foregone 
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- 

- 
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Net Senile* ctwg«« - refute rmnsa 

43 lit 

fllfl 

Si 5li 

M 157 
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1I4IT 

07 870 
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R153 

Other Revenue by source 












ABANDONED VEHICLES 

1 

f 

fLi 

1 

- 

- 

- - 

- 

- 

- 

- 

AOMIN CHARGES 

m 

*w 

liui 

1 *d 

i m 

1 JM 

' Pfl-I 

1573 
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1903 
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ALLOTMENT CHARGES 

jw 

* 

in 

Hft 



fu-i 
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337 

371 
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!*| 
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Ftt 

77k 

171 

IN 

' I/lw 
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361 
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437 
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IBiJ 
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I III 

Utf; 

lijt 

55H1 

ME 
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BURIAL FEES 

m 

BET 

|lMf 
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|J7|| 

SJ71 

m 
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1692 
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CAMPING FEES 

in 

Lis 

m 

m 

ei 
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f|i 
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COMMISSION 

if? 

Til 

m 

1H 

39 

» 
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DAY CAMPING 

41 

R 

to 

If 

Jt 

31 

34 

38 

42 

46 

50 

DRAIN CLEANING 

m 

241 

si 

IX 

□D 

]ffi 


358 

393 

433 

476 

Dumirn 



mi 

111 

Ml 

Hk 

131 

301 
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364 
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ENTRANCE FEES 

?fr. 

W) 

m7 

run 

|*ty 

i«f 

1 1IST 

1218 
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1474 

1621 

FAXES & PHOTO COPIES 

fh 

ID 

1M 

m 

11 

14 

ir 

41 

45 

50 

55 

FILM SHOOTS 

<A3 

ll 

il 

ii- 

Til 

Hi 

Ip 
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firebrigadefees 

m 

rrp 

iff 1 

1*1 

m 

1H 

in 
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GARAGE ENTRANCES 

n 

in 

g 

14 

lk 

H 

a 

32 

35 

39 

43 

GARDEN REFUSE REMOVAL 

lb 

IGia 

ft 

f? 

to 

S 

41 
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43 

47 

52 
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St 

ii 

tl 

17 

if 

tl 
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28 
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i] 

?: 

It 

lb 
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HI 
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re 

y) 
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IB 
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i 

i 
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40 
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m 
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HI 
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M 

21 
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13 

4 

t 

f 

4 
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5 

6 
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e 

5 

44 

i 
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un 
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21 

17 

IT 

B 

» 

M 
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34 

3B 
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T 
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17 
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Table 69 MB RR Table SA1 - Supporting detail to budgeted fin a ncial performance (Continued^ 
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Collection costs 
Awcitfees 

Repairs and Maintenance 
ABLUJJON FACILITIES FOR FARMWORKERS 
ADVERTISING COSTS 
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External mechanism 

Yrs i 
Mths , 

Period of 

agreement 

Service provided 

Expiry dale of 
service delivery 
agreement or 

nontract 

Monetary value of 
agreement 

Name of organisation 

Number 

R thousand 

ESCOM 

1976 > 

ONGOING 

ELECTRICITY RETICULATION 

ONGOING 

rates x consumption 

CITY OF CAPE TOWN 

1952 > 

ONGOING 

WATER RETICULATION 

ONGOING 

rates x consumption 

CAPE WIN ELANDS 

2006 > 

ONGOING 

FIRE SERVICES 

ONGONG 

rates x utilization 
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2.12 Municipal manager’s quality certificate 

I, Johann Mettler, Municipal Manager of Drakenstein Municipality, hereby certify that the 
annual budget and supporting documentation have been prepared in accordance with the 
Municipal Finance Management Act and the Regulations made under the Act, and that the 
annual budget and supporting documents are consistent with the Integrated Development 
Plan of the Municipality. 
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